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International Business Machines Engineering 
and Research Laboratory; Endicott, New York 


behind \NTERNATIONAL BUSINESS MACHINES 


A continuous program of research, engineering 
and development lies behind the performance and 
high reputation of International Business Machines 
and methods. The International policy calls for 
invention, expert designing, testing and experi- 
mentation. It includes diligent research into the 
ways and means of improving the machines and 
methods of business management. 


The building shown above is one of the best 
equipped industrial laboratories in the world. In 
this building, International engineers and skilled 
technicians are constantly striving to improve 
today’s machines and laying plans to meet the 
business needs of tomorrow. 


This alert engineering policy assures the cus- 
tomers of this company of improved machine 
methods and highest machine performance. These 
qualities in turn make for maximum efficiency in 
business administration. 
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What 17 STOCKS 
are favored TODAY by 


INVESTMENT TRUSTS ? 


What issues have been added 
recently ... which sold? 


How do your holdings com- 
pare with this choice backlog 
group? 


HAT, in trust estimation, is 

the best building stock... 
the most attractive metal... mail 
order... oil... chemical... 
utility? Which motor stock is 
gaining in popularity? 


UNITED OPINION’S exclu- 
sive study shows that, out of 
1000 active Stock Exchange and 
Curb issues, research depart- 
ments of leading Investment 
Trusts show a decided preference 
for 19 securities in 9 industries. 


You will find this study a valu- 
able guide to what leading trusts 
consider the best stocks and indus- 
tries for the Bull Market. 


Send for Bulletin MW-65 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston, Mass. 


INTERNATIONAL PETROLEUM 
COMPANY, LIMITED 


Notice to Shareholders and the Holders 
of Share Warrants 

NOTICE is hereby given that a semi-anual 
dividend of 75c per share and a special disburse- 
ment of 50c per share, both in Canadian Cur- 
rency, have been declared, and that the same 
will be payable on or after the lst day of De- 
cember, 1938, in respect to the shares specified 
in any Bearer Share Warrants of the Company 
of the 1929 issue upon presentation and delivery 
of coupons No. 50 at:— 

THE ROYAL BANK OF CANADA, 
King and Church Streets Branch, 
Toronto, Canada. 

The payment to Shareholders of record at the 
close of business on the 21st day of November, 
1938, and whose shares are represented by reg- 
istered Certificates of the 1929 issue, will be 
made by cheque, mailed from the offices of the 
Company on the 30th day of November, 1938. 

The transfer books will be closed from the 
22nd day of November to the 1st day of Decem- 
ber, 1938, inclusive, and no Bearer Share War- 
rants will be “‘split’’ during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 5% shall be im- 
posed and deducted at the source on all divi- 
dends payable by Canadian debtors to non-resi- 
dents of Canada. The tax will be deducted 
from all dividend cheques mailed to non-resi- 
dent shareholders and the Company's Bankers 
will deduct the tax when paying coupons to or 
for account of non-resident shareholders. Own- 
ership Certificates must accompany all dividend 
coupons presented for payment by residents of 
Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax 
shown on their United States Federal Income 
Tax return. In order to claim such credit the 
United States tax authorities require evidence 
of the deduction of said tax, for which purpose 
Ownership Certificates (Form No. 601) must be 
completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certi- 
ficate relative to the deduction and payment of 
the tax and return one Certificate to the share- 
holder. If Forms No. 601 are not available at 
local United States banks, they can_be secured 
from the Company's office or the Royal Bank 
of Canada, Toronto. 

By order of the Board, 











J. R. CLARKE, 
Secretary, 
66 Church Street, Toronto 2, Canada. 
14th November, 1938. 
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In two recent issues we asked our 
readers, by means of a printed bal- 
lot, to express their preferences on 
various features and types of fea- 
tures in the Magazine. The result 
has been most gratifying. We have 
heard from so broad a crossection of 
our readers that there can be no 
mistaking what they think of the 
Magazine and what they want in it. 

Frankly, we approached this can- 
vass with some trepidation. Post 
Office regulations prevented the in- 
clusion of a return postage free en- 
velope, so that the reader was obliged 
to tear out his ballot, address his 
own envelope and pay the postage. 
Knowing the inertia of individuals, 
we were more than pleasantly sur- 
prised at the volume of returns 
which began to roll in the day fol- 
lowing publication of the October 8 
issue and which has continued al- 


most up to this writing. Such re- 
sponse connotes a high degree of 
reader interest —an interest which 
is further evidenced by the large 
proportion of voluntary comment 
and suggestion. 

As might be expected, information 
and opinion bearing directly on the 
market, security and _ investment 
rank highest in readers’ preferences. 
The new departments such as The 
Stockholder’s Guide, As the Trader 
Sees Today’s Market and the In- 
vestment Clinic vie with such old 
stand-bys as the A. T. Miller Mar- 
ket Article in readers’ popularity. 
Yet it is also interesting to observe 
the widespread favor evidenced for 
Charles Benedict’s, As I See It, deal- 
ing for most part with foreign affairs, 
for Happening in Washington and 
for articles on business, trade, poli- 
tics and labor. 





As a matter of fact, every feature 
listed received so many votes that 
the editors have no justification for 
eliminating any type of article or 
feature which has been current in 
recent months. On the contrary, 
such numerous and_ constructive 
suggestions have been received that 
the problem becomes one of addi- 
tional features or improvement of 
those now existing. All of which is 
to say that with your help we feel 
enabled to make the Magazine bet- 
ter without making it essentially 
different. 

Needless to say the staff is pro- 
foundly grateful to you all as read- 
ers and feels that as a result of this 
free expression of your views we can 
come nearer the goal which we set 
forth at the head of our original 
“Open Letter to Readers”: Making 
the Magazine as You Want It. 





* * 


* 


IN THE NEXT ISSUE 


* 


* * 


Industries’ Raw Materials and Their Effect on 


New Dividend Policies Developing 
Diversification by Means of 3 Issues 


Corporate Profits 


New Markets Unfold for Glass Makers 


Fastest Movers in Various Groups 


Income Producing Common Stocks 
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Charles Phelps Cushing Photo 


Even if we discount some of the customary optimism that always casts a rosy glow 
over the motor outlook when the big show is on, it seems reasonable to expect the 
automobile industry to continue its revival. It looks as though sales this year will 
reach 2!/> million, and 1939 prospects point to something well over 3 million—con- 
siderably less than 1937's 5 million but enough to give general business a sustaining 


hand. See page !28. 
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The Trend of Events 


A BOOM IS NEEDED... With demand deposits at $21,- 
000,000,000, or 31 per cent larger than in 1929, and 
with excess reserves of member banks at a level which 
would support a further deposit expansion of $17,000,- 
000,000, there are straws in the wind suggesting that the 
Reserve System authorities may again be turning 
thought to possible methods of future credit control. 

The economic welfare of this country depends largely 
upon the wisdom of central bank credit policy. Our 
“money managers” went badly wrong in raising reserve 
requirements in the summer of 1936 and again early in 
1937. Together with some prominent bankers, they 
mistakenly thought we were then in danger of a specula- 
tive boom—although industrial production remained be- 
low the needs of our people, although some 10,000,000 
employable persons were still out of work, although there 
had been virtually no net expansion of private credit 
since 1933 and although the inflation of bank deposits 
had come about almost entirely from the Government’s 
own borrowing. In short, they took fright not at actual 
danger, but at potential danger—and the deflationary 
safeguards which they applied were largely responsible 
for the serious depression from which we have but re- 
cently emerged. 

If we are ever to get away from Government pump 
priming and chronic Federal deficits, it seems obvious 
that a very great expansion in the use of private credit 
will be needed. Otherwise it is impossible to see how 


the transition from a Government-fed economy to an ef- 
fectively functioning capitalism can be brought about. 
To be sure, a privately-financed boom would have its 
dangers; but even more dangerous in ultimate implica- 
tion is the one-way road of Government deficits that we 
are now following. 

The reality of today is continuing deflation in per 
capita business activity, in employment and in national 
income. Our need for a vast economic expansion and 
the restoration of an adequate American standard of 
living is a hard fact. The danger which may lie in ex- 
pansion of excess bank reserves is a theoretical poten- 
tiality. The Reserve Board would do well to keep the 
distinction in mind if it wishes to avoid pushing us into 
another “managed depression.” 


“NAZIS LOOTING GERMANY" 
—says Charles Benedict. 

There is only one answer to the demand that Ger- 
man insurance companies pay the damages to Jewish 
property into the government treasury — damages in- 
curred as the result of organized raids by party mem- 
bers—and plainly at the instigation of the government. 
It is, that the German leaders — Goebbels, Goering, 
Streicher, Himmler, et al., are robbing the German 
people to line their own pockets, and to pay for the 
strengthening of their position over them. Remember 
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that the Jews are being called upon to pay for the repa- 
ration of all damages to this property. There was no 
reason, therefore, to collect as well from the insurance 
companies which are run by Aryans and which, accord- 
ing to the new laws, insure Aryan property only. 

It is interesting to note that the Nazi leaders are 
gradually acquiring the important properties in Ger- 
many. There is not one who doesn’t have his own news- 
paper, mainly the result of confiscation on one excuse 
or another. General Goering is the head of Herman 
Goering Werke. He absorbed the Thyssen steel inter- 
est when Hitler and Thyssen fell out. After the anschluss 
he also acquired the Alpine Montan Gesellschaft (iron 
works in Austria) and now it is rumored that he will 
take over the famous Skoda munition plants in Czecho- 
slovakia as well. 

This is an illustration of the way the Nazi leaders 
have feathered their nests. The smaller business enter- 
prises, real estate and other assets of which they have 
robbed the Jews, the Catholics and the Protestant crit- 
ics, have been the spoils for the average party member. 
I cite this as an instance of what is going on in Germany 
—and what will go on in any country when a dictator 
and his cohorts get into power and are able to help 
themselves to any property that pleases them. In the 
meantime the Nazis are growing greedier and bolder— 
but the situation for civilization is not hopeless because 
men have a way of gaining courage when they are most 
desperate and taking action regardless of sacrifices. 


A PROBLEM SENSIBLY APPROACHED... The changes 
being made by the Stock Exchange and the S E C are 
so numerous that they threaten at times to overwhelm 
the casual follower of developments. Luckily, there are 
broad purposes toward which these occasionally intri- 
rate technical rulings are aimed; and keeping our eyes 
on the main objectives can prevent a good deal of un- 
necessary befuddlement. 

One cannot go far through the list of new regulations 
during the past month without noticing that they have 
at least temporarily veered away from the idea of setting 
up a different kind of market for the investor, and toward 
that of safer, more conservative, handling of his funds 
and securities. The trend is highly satisfactory. Be- 
fore we try to protect the investor from possible conse- 
quences of his own judgment, say the authorities now. 
let us make sure that all his wisdom in owning the right 
securities at the right times won't be nullified by bad 
luck in choosing his broker. Let us above all eliminate 
the possibility of another Whitney case, both for the 
customer’s sake and our own prestige. 

Therefore capital requirements are raised to one- 
fifteenth of total broker indebtedness, closer scrutiny of 
financial status and independent audits are made oblig- 
atory, margin speculation by firms or their partners 
carrying margin accounts for the public is forbidden, and 
permission is given for firms to set up separate com- 
panies with separate capital to handle the underwriting 
end of their business. Furthermore, study goes on to 
decide the question whether all securities should not be 


handled by a central depository rather than by individ- 
ual brokers. 

These are the highlights; it is unnecessary to go deeper 
into the program to comprehend it. What it apparently 
means is that the S E C and the Stock Exchange have 
struck upon the very sensible expedient of accomplishing 
the most practicable and least controversial part of their 
task first, leaving the arguing until later. 


ATTACK ON ADVERTISING... A threat of concern to 
the American press, to every important corporation and 
to every citizen is implicit in the attitude taken by the 
Department of Justice in its recent announcement of an 
agreement for consent decrees in the automobile financ- 
ing anti-trust suits involving the Ford Motor Company, 
Chrysler, Universal Credit and Commercial Credit. 

The important thing is not the actual agreement for 
disposal of these individual anti-trust charges, but that 
in its formal announcement the Department of Justice 
reveals the fact that it contemplates a drive on “com- 
petitive advertising” under the claim that it is both 
an “economic waste” and a “builder of monopoly.” 
This strange viewpoint is that of Assistant Attorney 
General Thurman Arnold. 

To Mr. Arnold steel is steel, gasoline is gasoline, shoes 
are shoes, a suit of clothes is a suit of clothes, an auto- 
mobile is an automobile—all “common commodities.” 
It is all right to advertise for the purpose of increasing 
total consumption, but to advertise particular brands 
gives a monopolistic advantage to the producer with 
the most money available for advertising appropriations! 
It should be noted that the Arnold statement has only 
a tenuous relationship to the particular consent decree 
which was the occasion for its utterance, for the two 
motor companies agreed merely to cease advertising any 
one finance company but were left free to advertise the 
practice of installment purchase. 

On this matter several observations need to be made. 
First, there is no law banning the kind of advertising 
Mr. Arnold objects to. Therefore, the Arnold approach 
—using threat of anti-trust suits and consent decrees—is 
bureaucratic usurpation of authority in high-handed and 
dangerous degree. Second, his drive is an indirect assault 
on the financial security, and therefore on the freedom. 
of the press. Third, his reasoning is wholly fallacious, 
since it is obvious that competitive “brand” advertising 
is one of the strongest forces making for product im- 
provement, for increased consumption, for enlarged 
production. 

Fortunately, after what happened on Tuesday, No- 
vember 8, the vaporings of Left-wing New Deal bureau- 
crats are likely to get a Bronx cheer from Congress. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 122. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere 
in this issue. Monday, November 14, 1938. 
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BY CHARLES BENEDICT 


DIVIDED—WE FALL! 


i we stand! This truth is self-evident. It is not 
vain idealism,—but just plain commonsense. Thus, how 
we can best compromise differences of politics, of govern- 
ment, of personal interests—should be the burning ques- 
tion of the hour! 

The most important development of the recent elec- 
tion was that it reestablished the two party control of 
the nation’s affairs. We must turn this victory to prac- 
tical advantage. Just as it was wrong for the Democratic 
leaders to set class against class, so it would be just as 
harmful for the Republicans to permit the reactionaries 
to do the same thing, now that the party is regaining its 
power. 

With the Democracy of Washington and Jefferson to 
reestablish and uphold, with vital domestic and foreign 
issues to overcome, we have too much to do to let per- 
sonalities, private ambitions and interests interfere with 
the accomplishment of our purpose. To do anything else 
would invite the fate of France and England where pri- 
vate and political interests and _ selfishness have, in 
France, brought economic and _ political disintegration; 
and, in England, loss of prestige, and with it decline in 
commerce and world power. 

Of immediate importance is the maintenance of our 
economic integrity at home and abroad. We must solve 
the problems resulting from the various barter arrange- 
ments of Germany, Japan, Italy which causes the dump- 
ing of huge quantities of manufactured goods in our 
country—throwing thousands of men out of work. It is 
very significant that in the shops catering to the mass 
consumption demands you find a great predominance of 
foreign goods—and at extremely low prices. 

Then there is the problem of foreign political issues 
and doctrines with their vast propaganda machinery, 
the promises of place, position and money, which are 
offered to widen every rift, to disorganize and weaken 
every phase of our social life, government and indus- 
try. 

Let us face the facts on these political ideologies! 

There is no chance of communism in this country. 
Even the working man no longer believes in it, because 
while it brought the downfall of the ruling industrial and 
financial classes, the people themselves went down with 
it to poverty and starvation. In Russia they have not yet 
recovered after twenty years of effort. 

It is fascism that is the live and definite menace to this 
country. This brutalized political religion is not for us— 
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it has no future. It is a destructive force that cannot but 
destroy itself. It conflicts with the law of nature, the 
constructive builder, whose storms are always passing 
phases. And so it is with man—and will be with nazi- 
ism. We Americans must sterilize this blight on human- 
ity and seek the sounder ways of life. 

We must make the American type of democracy work 
because the results have proved it to be the best system 
for all the people—in spite of its natural human weak- 
nesses. The working man has made more progress under 
it than under any other system, in any country in the 
world—at any time in the history of the world. 





We do not have to find the right way. We know the 
right way. 

Therefore, let us unite in an effort to solve our prob- 
lems and work shoulder to shoulder in this great task of 
rehabilitation and civilization. The rewards will be 
enough for all of us—spiritually and materially. 





Gendreas 











The Next Major Buying Point 


We think the bull market is now at or near a tempo- 


rary top, and we expect that a short-swing reaction 


between now and mid-December will provide oppor- 


tunity for new intermediate and long pull purchases. 


BY A. T. 


Bi election gains by the Republicans—on a back- 
ground of dynamic Democratic bank credit inflation— 
gave the stock market the additional upward thrust 
which we allowed for in our analysis a fortnight ago. 

Considering the favorable news setting, the perform- 
ance has not been particularly impressive. An anticipa- 
tory bulge on the day before election and a session of 
rejoicing on the day after election resulted in a gain of 
less than 6 points in the industrial average, with further 
progress effectively barred by realizing sales thereafter. 
As this is written on Monday, reaction has cancelled 
about 40 per cent of the election-based upturn. 

Of course, the effect of a bullish news event on the 
market depends importantly on the technical setting in 
which it happens. The election was the most signifi- 
cantly favorable news development since the sudden 
lifting of the European war threat in late September, 
but it came when the market was resting in a trading 
rut after a maximum rise of more than 24 points in the 
industrial average in a period of a month, whereas the 
September outbreak of European peace was perfectly 
timed to fit the technical termination of the 15-point 
August-September intermediate reaction. 

It should not be surprising or really disappointing 
that the election result failed to launch the market into 
another fast stratosphere flight—when allowance is made 
for the technical obstacles, for the tax-motivated shifts 
of position by large owners of stocks which become a fac- 
tor of increasing market influence at this season, and for 
the fact that the rise from the low of last March to the 
recent high represented a bigger percentage gain than 
was recorded over any similar period of time in either 
the 1935-1937 bull market or the great performance of 
1924-1929. 

As we see it, the only trouble with the market at 
present—and it is by no means serious—is the fact that 
in the advance of nearly 60 pef cent from the March 31 
low it has done about all that can reasonably be expected 
in a period of less than eight months. 

Bull markets have to have some respect for the time 
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table, whether Democrats or Republicans are managitig 
our national monetary-credit policies. In the 1935-1937 
upward push the Dow-Jones industrial average took a 
year to advance 59 points from the 99 level of March 
20, 1935. In the 1924-1929 boom the 99 level was reached 
on the way up on July 21, 1924, and it took seventeen 
months to add the next 59 points of gain. With the 
exception of the final 1929 explosion, when the industrial 
average advanced 84 points in a little over three months, 
no period of seven and a half months in that greatest of 
bull movements matched the 59-point rise of the past 
seven and one-half months. 

It is easy to rationalize an optimistic viewpoint in the 
existing setting. With relation to business activity, the 
market right now is not very far from what it was at 
this time in 1935. Mid-November finds our per capita 
business index around 82.5 or just about where it was 
in the 1935 recovery spiral. The Dow-Jones industrial 
index today is about 7 per cent higher than at this 
time in 1935. Our weekly index of 330 stocks is 5.4 per 
cent higher than in mid-November, 1935. 

Moreover, there is much factual evidence to suggest 
a brighter long term economic picture than existed in 
1935. As compared with November, 1935, the political 
outlook is radically improved. In the all-important dur- 
able goods sector of our economy, we are further along 
in recovery now than at any time in 1935. For example, 
steel operations today are at 62.6 per cent of capacity, 
against 52.5 per cent in mid-November, 1935; corporate 
new capital financing is at a rate more than double what 
it was at this season in 1935; total building awards are 
nearly double the 1935 level. 

We will not for a moment argue with those optimists 
who assert that we are on our way to a price level above 
the highest reached in 1937. We are not even prepared 
to deny the possibility that we may be on our way to 
dreams as rosy as those of 1929, for there is certainly an 
abundance of potential dynamite in fast mounting credit 
resources, and the going wages for money are lower than 
anybody in 1929 could have conceived of. We have 
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only one question right now —the question of time. 

In the recent performance there has been nothing to 
alter our previously expressed view that a temporary 
top could probably be expected around the 125-128 
range in our industrial index, or 158-163 Dow-Jones. 
The extension of the October 25 high amounted to less 
than 5 points in the average and was due chiefly to the 
speculative play in steel shares. A majority of issues 
which figure very importantly in the swings of the Dow- 
Jones index or our index of forty industrials have been 
unable in the election rally to surpass their October highs 
by any appreciable degree. These include such stocks 
as Allied Chemical, American Can, American Smelting, 
du Pont, Eastman Kodak, General Electric. Westing- 


house, Johns-Manville, Union Carbide, Anaconda and 
United States Rubber. 

It need hardly be said that market fluctuations do not 
arrange themselves in such manner as to justify advice 
on short-swing trading operations in this fortnightly 
article. Our concern at present is merely with picking 
a sound buying opportunity for new intermediate and 
long pull purchases. We think such opportunity is likely 
to be presented by a short-swing reaction of perhaps 8 
to 10 points between now and mid-December, whether 
or not preceded by another effort to penetrate the highs 
of last week. We have not advised—and do not now 
advise—liquidation of intermediate or long pull holdings. 

Monday, November 14th. 
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Wier Woodrow Wilson paraded up 
Fifth Avenue for preparedness 
twenty years ago, he waved a tiny 
flag and proclaimed the vital need 
of a stronger army and more powerful fleet. The na- 
tional defense program of those days, for obvious rea- 
sons, touched only a limited sector of America’s busi- 
ness and industry. President Roosevelt’s more modern 
rearmament schedule, however, envisages an economic 
peace and restoration affecting almost every national 
problem from railroads to rutabagas. It has a dollars- 
and-cents aspect—for the investor, the consumer, the 
worker—mounting into billions of dollars worth of 
planned expenditures. 

The Administration must, of course, bolster the purely 
naval and military establishment, especially battleships, 
aircraft and anti-aircraft equipment, but present-day 
warfare requires the mobilization of every national re- 
source. The next conflict, according to the best military 
thought here and abroad, will require more men on the 
farms and in the factories, and many fewer men under 
actual arms on the battlefront. 

Thus the 1938-1941 preparedness plan has been broad- 
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BY RAY TUCKER 


vate utility plant, federal assistane 
to key industries (loans, if necessary 
a more constructive approach to tht 
railroad difficulties, streamlining automobile and _ avi 
tion factories to meet war-time needs overnight, : 
stronger underpinning for agriculture, the purchase ai 
storage of basic, non-perishable materials. Both wit! 
fresh financing and a more sympathetic attitude towat 
business and industry, the White House appears read 
to reinforce weak spots in the economic, industrial, soci 
and military establishment of the United States. 
There is an even more compelling reason for thi 
dollars-and-cents mobilization of the power of the world) 
greatest democracy. President Roosevelt and Secreta 
Hull have reached the grim conclusion that their mo: 
effective answer to the challenge forged in Berlin, Ron 
and Tokyo—to the menacing brood of dictators—is ! 
make democracy work in bread-and-butter style. Thi 
means, naturally, a housecleaning which will produ 
for the world to see and imitate, a more livable structut 
than America has provided for the last decade. 
Totalitarian champions have sneered. especially {t 


ened to include expansion of the pr 
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home consumption purposes, at the American system as 
it exists today. In almost every address Messrs. Hitler 
and Mussolini and Stalin contrast their goosestep indus- 
trial organization, under which almost everybody works 
for the government, with our failure to provide employ- 
ment for an estimated 12,000,000 people. They note the 
array of class against class, the feud between the White 
House and Congress, the official harassment of business 
and industry, and they read into those manifestations 
the breakdown of representative government. In some 
respects they hold the United States in lower esteem 
than they do Great Britain despite John Bull’s series of 
humiliations from Munich to Hongkong. 

The lesson has not been lost on Washington. The 
President’s more peaceful pronouncements on various 
major issues—the private utilities, industry in general. 
the Green-Lewis strife—derive directly from the convic- 
tion that we must keep home and factory fires burning 
as incense on the altar of democracy. As this belief ap- 
pears to have motivated Mr. Roosevelt for the last few 
months, so it will probably be the key to 1938-1941 na- 
tional planning, and also to 1940 election strategy. The 
Munich fiasco and its unhappy aftermath may result in 
a reorientation of this Administration’s domestic poli- 
cies, as the World War drowned out Woodrow Wilson’s 
buglers for the New Freedom. 

It is possible, of course, to overestimate the implica- 
tions of the national defense program. The President 
is an exasperatingly emotional and _politically-minded 
individual, and at any moment he may upset the apple- 
‘art he is now riding. As the national quarterback, he 
may change the signals—and also the rules—without 
warning. But the men who must implement this new 
program—Jesse F. Jones, William O. Douglas, Louis 
Johnson, ete.—gain the impression from their White 
House powwows that Mr. Roosevelt means business— 
not monkey business—this time. Moreover, there is the 
consideration that tlie recovery possibilities of national 
defense, even if only temporary, furnish an almost in- 
vincible political platform for the next quadrennial 
election. That is a consideration which packs special 
appeal to the man behind the gun—Franklin D. 
Roosevelt. 





Utility Peace Significant 


War’s necessities have already produced the seem- 
ingly impossible—an armistice, perhaps a peace, be- 
tween the Administration and the private utilities. In 
private conferences with Mr. Roosevelt’s power mobili- 
zation committee the representatives of the industry 
have shown themselves to be fairly reasonable. They have 
talked kilowatts instead of ideologies, with engineers 
rather than politicians having the floor. In return, Mr. 
Roosevelt has expressed his appreciation in several pub- 
lic and private statements. The personal rapprochement 
between these constantly warring groups may be of 
greater significance than the industry’s actual agree- 
ments to spend from $1,000,000,000 to $2,000,000,000 in 
enlarging its plant over the next few years. 

It may inspire investor confidence that will permit the 
utilities to put both men and money to work at twice 
the rate of the last eight years, thus stimulating allied 
lines which supply building and equipment materials. 
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A Double Barrelled Plan 


The Administration's rearmament schedule en- 
visages an economic peace and restoration affect- 
ing almost every national problem from railroads 


to rutabagas. 


President Roosevelt and Secretary Hull have 
reached the grim conclusion that their most effec- 
tive answer to the challenge forged in Berlin, Rome 
and Tokyo, is to make democracy work in bread 


and butter style. 





For such corporations as Westinghouse, General Electric 
and Allis-Chalmers the proposed expansion should mean 
heavy orders and profits for at least three years. Already 
two of these companies have notified War Department 
representatives that it intends to operate on three shifts. 

Major expansion will occur among thirteen companies 
east of the Mississippi River, where most of the industries 
essential to national defense lie. Power shortages were 
discovered to be especially acute in such cities as Phila- 
delphia, Chicago and Detroit, and it is in those sections 
that additional facilities must be furnished immediately. 
Other centers where local utilities must build are Boston, 
Bridgeport, Schenectady, New York, Niagara Falls, 
Baltimore, Washington, Cleveland, Birmingham, St. 
Louis and Cincinnati. Even without the need of girding 
for war, utilities in these defense areas must install new 
turbines and generators and transmission lines to meet 
an anticipated peacetime shortage in 1940. A detailed 
survey by Army and Navy engineers, which was checked 
and rechecked by the private companies’ own experts, 
revealed that even a 10 per cent increase of business in 
numerous sections would tax existing capacity. 

R F C Chairman Jones believes that the utilities can 
finance new needs through flotation of securities, once 
the investing public is convinced that Washington has 
abandoned its six-year-old feud, but he is willing to ad- 
vance government funds—even to buy utilities’ common 
stock at an extremely low rate, if necessary. His will- 
ingness to underwrite the private companies appears to 
have extraordinary implications with respect to future 
administration of power policies. 

For instance, if one agency of the government has a 
direct, financial stake in this industry, it is hardly to be 
expected that another agency—Mr. Ickes’ P W A—vwill 
continue to sabotage the R F C investment through con- 
struction of competing, municipally-owned plants. And, 
in view of the belated realization of power’s role in war- 
time, it is not anticipated that the death sentence will 
be applied too ruthlessly and mercilessly. These are 
gains even more valuable, if realized, than the expendi- 
ture of two billions for men and materials. 

American railroads may get their best break in twenty 
years as a result of rehabilitation measures which the 
Administration, management and labor are framing as 
part of the national defense program. The breakdown 
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Courtesy Boeing Aircraft 


No industry will receive greater impetus from rearmament 
than aircraft. 


of the transportation system in moments vital to de- 
mocracy during the World War taught Washington a 
lesson, namely: That an industry so essential to recovery 
and making war cannot continue to be made the foot- 
ball of political, financial and labor politics. Moreover, 
even the politicos in power feel kindly toward the rail- 
road men for calling off the proposed wage cut and strike 
on the eve of the recent election. 


The Railroad Program 


The railroad program as eventually submitted to Con- 
gress will have a short-term and a long-time aspect. 
Roads actually in need of cash for equipment can get it 
from the R F C at extremely low rates, but that is only 
a palliative. A more aggressive attack on the pending 
problem contemplates a drastic revision of bankruptcy 
and reorganization laws. Under the proposed amend- 
ment any reorganization will start in Federal Circuit 
Court rather than the District Court, reducing the 
wringing-out period from many years to eight months 
if all works out as the Administration experts anticipate. 

Once a railroad has been revitalized, the government 
will become its long-time banker. The R F C will here- 
after bat for Wall Street in providing long-term funds. 
Besides reducing fixed charges, the substitution of Uncle 
Sam for Wall Street may remove the roads from the field 
of partisan and demagogic politics. It won’t be so popu- 
lar to assail them if the taxpayers are putting up the 
dough—if, as in the private utilities, the federal govern- 
ment has a stake of its own to protect. 

Perhaps the most far-reaching reform contemplates 
stripping the Interstate Commerce Commission of its 
authority over rates. It would be transformed from a 
court of last and final resort to a quasi-judicial and ad- 
visory agency. The law governing rate-making will be 
rewritten so as to afford greater flexibility to the rate 
structure, permitting the transportation system to earn 
costs, keep and profits. 

With the government planning to move tons of freight 
during the rearmament period, prospective abolition of 
land grant reduction rates on lines west of Chicago should 
insure greater revenue. Instead of paying only half the 
regular charges on raw and manufactured material mov- 
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ing to shipyards, army posts, P W A projects, ete, 
Uncle Sam would bear his proper share of the cost. It 
will mean millions of additional dollars annually to the 
lines involved. 

A healthy agricultural plant is as necessary to a war 
machine as a stable situation in utilities, railroads, stee| 
and munitions. The present system has admittedly 
failed. It has produced bumper crops and the low. 
est prices in many years, despite the expenditure of 
millions in subsidies and benefits. The Treasury cannot 
stand the drain much longer. 

Although A A A experts have formulated no hard-and- 
fast program, they incline toward reestablishment of the 
original A A A as it operated before it was destroyed by 
the Supreme Court. That contemplates crop control 
based on the incentives of government payments to be 
financed by a new processing tax. It is believed in the 
inner circles that the reorganized Supreme Court will 
uphold such a statute. 

Meanwhile, in order to maintain farm prices, the Ad- 
ministration will continue its purchases of foodstuffs for 
the needy, for export under the two-price system and for 
storage in those ever-normal granaries. Indeed, it is 
probable that Secretary Wallace’s idea of establishing a 
two-price system at home—one figure for the regular 
market, a lower one for those on relief—will be put into 
effect. The net of these schemes means that the farmer's 
purchasing power will be preserved, if possible, at least 
kept from falling any lower, and remain as a stimulus 
for the products of industry. From the investors’ view- 
point, it should mean firmer markets in corn, cotton, 
wheat, hogs, etc. for the next few years. 

Perhaps no industry will undergo such an advance as 
aviation. The authoritative role which German air 
strength played in forcing Great Britain and France to 
accept the Czechoslovakian deal has not been exag- 
gerated. Confidential reports from abroad, including a 
communication from Charles A. Lindbergh, have inten- 
sified the Administration’s determination to step up the 
production of naval and military and commercial planes. 
Even more important, Washington realizes that it must 
increase and maintain capacity for overnight produc- 
tion—a move which involves numerous industries not 
ordinarily associated with the manufacture of airplanes. 





Courtesy American Power & Light 


Utilities must be expanded and interconnected to guarantee 4 
steady source of power to essential industry. 
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Courtesy Baltimore & Ohio 


No practical plan of national defense is conceivable with a sick and undernourished transportation system. 





This, if nothing 


else, assures a new approach to the rail problem. 


Germany’s superiority, according to military advices, 
lies not so much in the possession of modern ships, but 
in the ability to manufacture numerous and modern 
squadrons at an incredible speed—far faster than rival 
nations. So America’s need is to prepare to turn out 
planes as it does automobiles on an assembly line. 


Many Industries Affected 


Immediate plan is to increase from approximately 4,000 
to 10,000 planes the army-navy complement, a program 
which assures large orders to the industry for the next 
few years. It will also require large amounts of such 
materials as steel, aluminum, copper, engine parts, oils, 
fabrics, rubber. Every allied industry should profit 
steadily and generously from the aerial expansion, es- 
pecially as the 10,000 quota will proportionately enlarge 
the market for replacements and repairs. 

The size and speed of the more modern ships—of 
models even now in the blueprint or construction stage— 
will necessitate enlargement of all field facilities, repair 
bases, landing areas. The government itself will prob- 
ably build three vast bases—one on the Pacific Coast, 
one in the Middle West and one in the Middle Atlantic 
section. But municipal and private fields will likewise 
have to be renovated, enlarged as to space and equip- 
ment. It isn’t generally known, but there are only half 
a dozen municipal bases which can accommodate the 
iew bomber recently delivered to the Navy. And the 
Army’s latest ship, the P-40 pursuit plane, one which is 
expected to make about 450 miles when pressed, will 
need longer runways than those now in existence. 

The aviation boom may also touch the automobile in- 
dustry. For existing airplane plants to expand over- 
hight to provide the new air fleets would be impossible, 
also poor planning; it might have dangerous inflationary 
prospects. The more sensible method in any long-range 
plan would be to reorganize automobile plants so that 
they could accommodate themselves to the manufac- 
ture of planes. In France the government has inaug- 
trated a system under which certain airplane and auto- 
nobile parts can be made interchangeable, thus per- 
mitting production output in time of need. 

It is generally believed that a similar program will be 
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instituted here, with auto plants like General Motors 
benefiting. They built the Army’s latest and best plane. 
There appears to be no insuperable obstacle to “integra- 
tion” of these closely related industries—a move which 
may mean a more stable market for their products, as 
well as for companies which supply them with raw or 
finished materials. 

New military trends, based on lessons learned in Ethio- 
pia, Spain and Japan, forecast heavy orders for motors, 
metals, oils, rubber, quite unlike the 1917 demands. 
Then the old-fashioned Army and Navy furnished a 
moderate market for food, textiles for uniforms, muni- 
tions for the guns, hay for the horses, naval stores. It 
was a comparatively restricted trade. 

Today the cry is for motorization and mechanization— 
anti-aircraft, tanks, anti-tank weapons, big and little 
guns, semi-automatics for infantrymen, seacoast de- 
fenses. All these arms roll along on rubber, must be 
kept in shape with plenty of oil, they can’t even operate 
without gasoline, they must be repaired more often, and 
they wear out faster. Thus the vastly enlarged Army 
and Navy will eventually provide even a peacetime maw 
for the heavy industries. National defense has become 
an industry in and of itself. 


New Policies in Washington 


There will be collateral gains along the industrial 
front which, though they seem remote from the problem 
of holding off a foreign foe, are directly connected. No 
matter how thoroughly the Administration practices 
and plans and prepares for an emergency, no matter 
how bright the blueprints, no nation can consider itself 
ready for the supreme test if its economic and industrial 
system has broken down for internal, political reasons. 

Vast corporations will not retain their experts and 
mechanics and transportation units under vague prom- 
ises of war orders, unless they can prosper in the mean- 
time. Nobody realizes this more acutely than the men 
charged with framing a national defense program. They, 
too, realize that democracy must be made to work in 
pay-dirt fashion if it is to survive the threat of the dicta- 
tors. Every chance they get they seek to impress their 
conclusions on Mr. Roosevelt. (Please turn to page 168) 
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BY C HAMILTON OWEN 


|) is rampant in the automobile industry. On 
the eve of the opening of the National Automobile Shows 
throughout the nation, top motor executives were vie- 
ing with each other to express publicly their enthusiasm 
over the 1939 outlook. Edsel Ford, keynoting, in a de- 
liberate statement said, “Yes, I’ve stuck my neck out; 
I predict a 50 per cent increase for the Ford Motor Co., 
and I'll stand by it.” Only a shade less optimistic have 
been the statements and predictions of other responsible 
executives. That this attitude is based on something 
more than just hope is clearly indicated by the recent 
action of Chrysler directors in declaring a dividend of 
$1.25, notwithstanding earnings of 22 cents a share in the 
third quarter. Similarly, General Motors directors re- 
cently declared a dividend of 75 cents, contrasting with 
previous quarterly payments of 25 cents. 

Inevitably this enthusiasm has communicated itself to 
the market action of leading motor shares. From the 
low of last March, General Motors common has more 
than doubled in value, and Chrysler shares are up some 
124 per cent. The gains scored by representative auto- 
mobile equipment issues have been even greater, ranging 
from about 88 per cent in the case of Borg-Warner to 
better than 166 per cent for Houdaille-Hershey, class B 
shares. 
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As this is written both the motor and the motor 
































accessory groups are selling at or close to their market 
highs for this year. 

Between March 31 last and November 1 last, the 
market as a whole rose about 53 per cent. Even the 
smallest percentage of recovery shown by the leading 
automobile issues and the shares of typical accessory 
companies listed in the accompanying tabulation was 
substantially greater than that shown by the market as 
a whole. While it is also true that in the market decline 
from March 10, 1937, to March 31, last, automobile and 
accessory issues suffered a greater decline than the 49 per 
cent drop in the entire market, the point naturally arises 
as to whether or not these two groups have been too 
extravagant in their appraisal of the industry’s outlook. 
Obviously any answer to this question must admit of @ 
certain amount of conjecture and prediction. After all, 
however, security quotations at any time are based 
largely on conjecture and prediction as to what is likely 


to happen some months ahead. But it is not always thatf 


the facts square with the opinion of the market, for 
is the traditional habit of the market at frequent times 
to make the mistake of looking too far ahead, for bette! 
or worse. Confronted, therefore, with the marked re 
covery already scored by the motor groups, it might wel 
be timely to re-examine the outlook for the automobil 
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industry, particularly as it applies to probable profits 
and earnings of leading companies. 

There is no denying the fact that the willingness of 
motor executives to predict freely a marked upturn in 
production and sales for the current automobile season 
is based upon some pretty solid factors. The industry 
may have its fingers crossed but it is backing its convic- 
tions with good hard cash. Production schedules have 
undergone weekly step-ups, employment in the industry 
is close to 85 per cent of the peak and salary reductions 
are being rescinded. Prices have been lowered and new 
features and values have been built into the 1939 models. 

All of which is in marked contrast to the situation only 
four months ago. At that time no one was willing to 
predict that total production of automobiles and trucks 
in 1988 would exceed 2,000,000 units. Now it appears 
virtually certain that output will reach 2.500,000 cars, 
and may conceivably better that figure. Even so, cur- 
rent production in the United States and Canada will not 
be much if any more than 50 per cent of 1937 output. 
The main thing, of course, is that the trend is sharply 
upward, with weekly figures at the best levels seen this 
vear. It would not be surprising if production through 
Yovember and December this year, averaged 100,000 
units weekly. 

If such proves to be the case it will be directly con- 
trary to early expectations, based on the belief that 
dealers’ stocks would be complete by November 15, after 
which production would experience a seasonal tapering 
off. At that time the industry, as it always is at the 
start of a new model year, was in a hopeful frame of mind 
but was prepared to take no chances on the possibility 
of repeating the experience last year when initial orders 
from dealers were shortly followed by wholesale can- 
cllations. Surprisingly, however, this year dealers are 
vlling new cars almost as fast as they are received. 
Forced to increase production as a consequence, manu- 
facturers nevertheless are attempting to do no more than 
meet demand. 

Reliable estimates have placed dealers’ stocks of new 
passenger cars on November 1 at about 110,000 units, 
or practically the same as those on October 1. Indica- 
tions are that October retail sales absorbed virtually the 
entire production of new passenger vehicles. Based on 
these estimates, dealers’ stocks are the lowest in five 
years. A year ago stocks totaled 335,000 units and by 
the end of the year, they had increased by 100,000 units. 

Stocks of used 
‘ars also have been 
substantially re- 
duced. Trade esti- 
mates placed used 
cars at 370,000 
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units at the begin- 
ning of October, 
comparing with 
525,000 a year ago 
and the peak level 


: 
of 670,000 units at 
the beginning of 
the year. Stocks of 
used cars at the 
Division of Market in 1929 beginning of the 
(% of Total Registrations) 1939 model year 
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were the lowest in some time. Used car inventories may 
be expected to mount with new car sales, but there ap- 
pears to be scant likelihood that they will become 
cumbersome to the point where they will seriously retard 
new car sales. Last spring it was the jam in used cars 
which was chiefly responsible for the sharp slump in retail 
sales of new cars. 

This marked improvement in the dealer inventory 
situation may be unqualifiedly set down as one of the 
most favorable factors in the 1939 motor prospect. After 
all it is the dealer who must sell the cars and if his 
finances are in good shape and he is unworried by slow 
moving stocks, it is certain that he is likely to be a much 
better salesman. Further inducements have been given 
to dealers by manufacturers in new contracts embody- 
ing more liberal allowances and important protective 
features. 

To further whet the appetite of the prospective new 
car buyer, prices on most 1939 models have been lowered, 
such reductions averaging about 5 per cent of 1938 
prices. General Motors led the way with price reduc- 
tions of $20 to $51 on its 1939 Chevrolets. Chrysler 
lowered Dodge prices $55, while on its other models that 
company retained 1938 prices but increased considerably 
the amount of standard equipment on 1939 cars. Ford 
reductions ranged from $5 to $20. Some measure of 
these relative price reductions is indicated by the fact 
that a Ford standard four-door sedan is quoted at $665, 
Chevrolet’s lowest priced four-door sedan is $669 and 
Plymouth’s lowest priced sedan is $726. Following the 
suit of the Big Three. Studebaker, Nash, Hudson and 
Packard have all announced important reductions on 
1939 models. 

The willingness of manufacturers to reduce prices at 
the beginning of a new model year, despite the fact that 
the entire industry as well as the parts manufacturers 
are still saddled with heavy labor costs, stems in part 
from the advantages obtained through the lower steel 
prices recently put into effect. To an even greater ex- 
tent. however, lower automobile prices reflect the high 
hopes of a substantially larger sales volume for 1939 
models. Despite reductions, however, prices by and 
large are still above those prevailing early in 1937 and 
also somewhat above those of a year ago, on the eve of 
the 1938 show. It is therefore possible that, in figuring 
1939 prices, the full advantage of lower steel prices will 
not be passed along to the buyer, manufacturers retain- 
ing a part of the 
reduction in order 
to partially offset 
the prevailing high 
wage scale. If this 
is true, and the ex- 
pected gain in vol- 
ume is realized, it 
means that the 
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will be  consider- 


ably better. 
Therefore, there 
is no escaping the 
conclusion that the 
unpredictable  fac- 
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tor of volume. more than any other, will determine the 
1939 earnings of leading motor car manufacturers. 

Past experience has shown that higher automobile 
prices are likely to encounter sales resistance, while 
lower prices have proved to be a dependable stimulant. 
This year manufacturers are overlooking no bets and 
new models incorporate many radical changes both in 
appearance and mechanical features, obviously a delib- 
erate effort to revive deferred replacement buying. 
During the 1938 model season, cars were used up faster 
than they were replaced, and in every year since 1926 
more cars have been scrapped than were purchased by 
new car owners. The urge to have the “latest model” is 
always a strong one with a large segment of the motor 
public, and it is a demonstrable fact that many car 
owners are willing to make almost any sort of sacrifice 
to satisfy this urge. Increasing employment, a substan- 
tial reduction in installment in- 


able part of the added labor cots, there is still the poss. 
bility of competitive losses. 

Aggressive competition has always existed in th 
motor industry. In recent years, however, the smalle 
manufacturers have found it increasingly difficult t 
compete successfully with the Big Three and the ney 
car market has steadily become more concentrated wit) 
General Motors, Chrysler and Ford. In 1937, these thre 
companies together accounted for nearly 89 per cent ¢ 
new passenger car registrations. It is not that their can 
are greatly superior—buyers are sophisticated and a 
automobile has to be good to sell at all—today all pa. 
senger cars except one or two bear a marked similarity iy 
appearance ... the buyer has scant choice . . . but the Big 
Three do have the decided advantage of possessing larg 
and strong dealer organizations. This is an advantag 
which is extremely difficult to overcome. 

At the present time all sign 





debtedness and the greater con- 
fidence born of improving business 
are being counted on by the motor 
industry to provide an important 
stimulus to sales. To a greater 
or less degree, these same factors 
may be reflected in truck sales and 


export shipments of both pas- General Motors 


senger and commercial vehicles. Chrysler 
In terms of new car registra- Hud 

tions in 1939, these factors add a 

up to a total of about 3,200,000 Packard 


cars and trucks. At least, that is 
the consensus of advance esti- 
mates, with some lower and others 
as high as 4,000,000 units. 
Taking the 3,200,000 figure as 
reasonable, based on present in- 
dications, the nearest comparable 
year would be 1935, when regis- 
trations of cars and trucks totaled 


Briggs Mfg. . 
Borg-Warner 


Goodyear 
U. S. Rubber ... 


How Much More Recovery? 


Electric Auto-lite ...... 
Houdaille-Hershey "B". . 


point to a more vigorous competi. 
tive battle next year than ha 
been seen since Ford introduce! 
the model “A” ten years ago. |i 


— as 1930, Ford accounted for better 
3/10/37to 3/31/38to than 40 per cent of passenger car 
3/31/38 11/1/38 pegistrations. Since then the bes 
62.7 100.0 that Ford could do was in 193}, 
71.9 124.3 when his percentage of the tot 
16.2 80.0 was a little over 30 per cent. I 
: . the first nine months of this year 
71.7 61.5 new Ford registrations were about 
73.0 150.0 22 per cent of the total. Both 
60.0 88.2 — orice = Chrysler, thi 
atter particularly, have increase 
68.2 142.8 their share of the market at the 
76.0 166.6 expense of Ford and the smalle 
64.4 112.5 manufacturers. 
68.6 161.9 Ford is not one to sit idly by 


and let competitors overtake hin 
without doing something about i 





3,254,591 units. In that year, 

General Motors sold 1,052,297 passenger cars and 183,673 
trucks; Chrysler sold 629,243 cars and 64,123 trucks. 
In 1935, General Motors earned $3.70 a share on the 
common stock and Chrysler showed the equivalent of 
$8.07 a share. At their 1935 high General Motors shares 
sold at 593, while the high for Chrysler was 93%. In 
neither instance did the market, even at the top, place 
too generous an appraisal on the earnings of these two 
leading motor units. If it could be reasonably assumed 
that both companies would retain their relative standing 
next year, each accounting for the same share of the 
total sales, one might justly arrive at the specula- 
tive conclusion that neither General Motors nor 
Chrysler shares were extravagantly valued, even at 
their recent highs. Unfortunately, it is not as simple 
as that. 

For one thing, labor costs at the present time are 
higher than they were in 1935, and while there is a strong 
chance that profit margins per unit sold will be larger 
in 1939 than they were this year, it is doubtful that they 
will be on a par with 1935. Even if manufacturers, 
aided by larger volume, peaceful labor relations (for 
which, incidentally, the prospect is quite promising) and 
lower steel costs, are successful in offsetting a consider- 
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Although, having no stockholder 
to account to and therefore in a position to shave profi 
margins to the bone, Ford’s bid for 1939 competitiv 
prestige will not be based on low prices. It will be baseif 
on advanced styling and new mechanical features ant 
for the first time, a complete line of cars in every pric 
range. Ford also has made unusually attractive con 
tracts with his dealers in order to spur their effort 
It is too early to do more than guess, but there is‘ 
possibility that 1989 may well be a “Ford year.” If! 
is, it is certain that sales of General Motors and Chrysle 
will suffer, with a corresponding effect upon their profi 
and earnings. By the same token, there is a possibilit 
that a rising stock market and an optimistic moto 
prospect may result in carrying the shares of Gener 
Motors and Chrysler to levels which may be difficult t! 
sustain by later earnings. A good clue to the fin! 
answer should be revealed by the trend of monthl 
figures covering new car registrations, from this point 

So far as the earnings outlook for the independet! 
group, made up of such companies as Packard, Nash 
Studebaker and Hudson, is concerned, it is a_highl 
speculative one. Any or all of these companies mi! 
produce and sell more cars this year than last, bf 
whether such gains in the face (Please turn to page 16! 
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Shifting Indebtedness 
and What It Means 















































































































































During the past nine years the public debt has increased more than twenty-two billion dollars. What this 
means in dollars and cents to the individual is shown at the right below. 
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National Industrial Conference Board Figures. 





National Industrial Conference Board Figures. 


While this increase in public debt has been going on, private debt has been shrinking. 
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National Industrial Conference Board Figures. 


The total of all private indebtedness has declined some 
28 billion since 1930 during which time public debts have 
increased 22 billion. This shift is in marked contrast to 
the trend which prevailed during the first 30 years of the 
century. Public debt declined slightly from 1900 to 1916, 
mounted rapidly during the war period and then declined 
in each year until 1930. Private debt during the 30 years 
expanded in proportion to the increase in privately owned 
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The Twentieth Century Fund Figures. 


wealth, for it has always been through private borrow- 
ing that the production of durable goods was financed. 

If an economy based on private enterprise is to prevail 
in this country, the present trends of public and private 
debt must be reversed. Reviving corporate financing 
among other things currently indicate the beginning of a 
reversal in private indebtedness but no change in the 
rising trend of public debt is yet in sight. 
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Republican sweep, which was more unexpected than 
the 1936 Roosevelt landslide, does not mean that the 
New Deal is finished. But it has been stopped in its 
tracks, and skillful maneuvering by Roosevelt will be 
needed to advance it. The enormous Republican vote, 
even in states where the G.O.P. did not win the offices, 
shows a groundswell of opposition to too-fast reform, 
executive dictation, brazen Tammany-like methods, and 
flirtation with radicals. 


Roosevelt's reaction is the big question. Will he accept 
this “mandate” to slow down, compromise, consolidate 
gains, make reform measures more workable before 
starting new ones; or will he take the bit in his teeth, 
fight more bitterly if less hopefully against “forces of 
reaction”? His own temperament and that of his closest 
advisers probably will incline him toward the latter 
course. This election is really his fourth defeat, coming 
on top of the Supreme Court and departmental reorgani- 
zation fights and the primary purge failure, but he has 
never yet admitted a defeat. 


Congressional control rests safely with the Democrats, 
but not with the New Dealers. This will not be a rubber 
stamp Congress. The conservative element is strong 
enough to block dictation by Roosevelt. Countless com- 
mittee shifts as result of Democratic losses will have an 





WASHINGTON SEES — 
March of the New Deal definitely halted. 
Conservative Democrats controlling Congress. 
Republican party in a rebirth. 

New type of liberalism arising. 
C. I. O. waning as a political power. 
New housing plans shaping up. 


Monopoly investigation taking form. 
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pening. in. Washington 


important effect on the way legislation is handled. The 
seniority of Southern (generally conservative) mem- 
bers will give them a more dominating position on 
committees. 


Republican party, instead of being sunk as predicted 
two years ago, is now a healthy, almost formidable, 
minority party. Its 1940 chances are vastly improved, 
despite the venerable tradition that the party which 
controls the House in an off-year election always wins 
the following Presidential election. Regaining of many 
state governments is an invaluable asset. Republi- 
can gains were not due to any clear national issue, 
outstanding leaders, or skillful national management, so 
the party must develop these three things during the next 
two years. Also important is the fact that many Republi- 
cans won on rather liberal platforms, indicating that the 
party cannot be one of reaction but is being remade. 


Outlook for economy in federal budget is not propor- 
tionate to New Deal losses. Many of the newcomers 
promised ample spending for relief, recovery, pensions. 
farmers, etc. There is little prospect that next year’s 
budget will be close to balance. 


Farm revolt which helped many Republicans was not 
opposition to benefit payments but to delays, red-tape 
and controls of Wallace’s program. Hence the outlook is 
toward price guarantees without production restrictions, 
meaning heavier federal subsidies immediately with 
danger of more overproduction and much greater trouble 
and expense later. 


Labor defeats, particularly in Michigan and Pennsyl- 
vania, offset any optimistic claims C.I.O. may make, and 
show that C.L.O. is not a strong political factor, that 
workers are more interested in steady jobs than in strikes, 
demonstrations, the “liberal cause.” Revision of Wagner 
labor relations act now seems more probable. 


Relief system will be overhauled. Roosevelt, Hopkins 
and Ickes will not get another blank check. There will 
be bars against political influence in relief in the future, 
and the election has not by any means squelched the 
complaints about past abuses. 
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New housing plan now attracting much interest is pro- 
posal to squeeze all speculative profits out of large-scale 
urban rental properties by financing with 100 per cent 
equity money to be amortized in 25-30 years plus mod- 
erate interest, after which prpoerty would be deeded 
to city. Idea is to build down into market provided by 
low-income but solvent families which will always be 
renters, and that the lower the rent the safer the invest- 
ment. Large aggregations of investment capital are 
expected to be attracted. Cities could help by donating 
unproductive land or foregoing local taxes, or by trading 
tax-exempt local housing authority bonds for the proper- 
ties, but such subsidies are not considered essential. 
Washington officials are enthusiastic but are still search- 
ing for incentives to attract capital and for machinery for 
including small individual investments. 


Bank loans to business of fairly long maturity but with 
amortization provisions are being urged on banks by 
supervisory Officials as much preferable to short-term 
loans constantly renewed. If careful distinction is made 
between investment capital and working capital it is felt 
this will improve bank earnings and safety, stimulate 
business, and relieve pressure for creation of government 
sponsored business credit agency. Such “term loans” 
were authorized last summer but banks have been slow 
to adopt them. 

Washington is becoming increasingly worried that tax, 
security, and bank legislation may have dried up “ven- 
ture capital.” 


Bank capital deficiencies as result of huge growth of 
deposits in recent years will be 
sought out by revitalized na- 
tional bank examining staff and 
certain banks will be compelled 
to increase their capital and sur- 
plus to approved ratio to depos- 
its and investments. Since many 
banks will have difficulty in sell- 
ing stock, the RFC may again 
enter the banking capital field on 
a considerable scale. Banks are 
also being pressed not to pay 
dividends when unearned or 
when surplus is low compared 
to deposits. This is not in an- 
ticipation of a financial crisis, but 
because officials anticipate a long 
period of large bank deposits and 
low earnings. 


Radio broadcasting business 
may be subjected to severe at- 
tacks in next Congress. What- 
ever recommendations FCC 
may make as result of its cur- 
tent investigations, there is in- 
creasing pressure in many quar- 
ters for supervision over nature 
of advertising, opinions of com- 
mentators, and cultural quality 
of sustaining programs. Many 
ideas are floating around which 
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sooner or later will crystallize into plans for overhauling 
the industry and its supervision. 


Monopoly hearings will be kept on high plane of eco- 
nomic research for a while, but soreheads, crackpots, and 
publicity seekers will horn in at times. President’s 
monopoly message is still the key to the investiga- 
tion, though the Berle memo is having much influence. 
Basic problems rather than specific malpractices are 
being sought. 

“The economic machine is on the testing block.” 
Since patent licensing (in the glass industry) and cor- 
poration proxy controls are the first specific subjects 
scheduled, these may be among the first legislative 
proposals made to Congress. The oil industry will be 
put under the committee’s microscope at an early 


date. 


Oil control by states may be having its final trial. 
Roosevelt’s suggestion that refining be brought under 
interstate compact was a hint that unless the oil states 
can make the compact more inclusive and effective the 
federal government should step in, and attempt to do 
this will be made anyway if prices become demoralized 
and ensuing waste endangers conservation—or in case 
of a national defense scare. Oil legislation will come 
to a head next spring and may be tied in with proposals 
for regulating competition among fuels. A forerunner 
is the current effort of the Bituminous Coal Com- 
mission to keep the Federal Power Commission from 
authorizing construction of natural gas pipelines into 
coal-consuming territories. (Please turn to page 172) 


” “Ebb Tide" 
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As the Trader Sees Today's Market 


Trends Within the Averages 


BY FREDERICK K. DODGE 


es averages are plowing through familiar seas, on the 
way upward now, but in the same longitude as in the 
early autumn of last year when selling was gathering 
momentum. Probably not a dozen of the 330 stocks which 
make up THe MaGazine or WALL Street’s Index are 
selling exactly where they were in September, 1937, yet 
the average is at the same level and therefore we con- 
sider “the market” to be back there again. If you own 
U. S. Steel the highly theoretical method of gauging 
market action with an index figure will not give the true 
picture; Steel was at 82 when the average was at this 
level last year, and it is 66 now. U.S. Rubber, on the 
other hand, is a dozen points higher than it was a year 
ago. Cross-currents like these can be mighty important 
to the man who actually has money in the right or 
wrong spots in the market. None of us can own “the 
averages.” 


It is not surprising to find that the gold mining issues 
have moved up between the two dates, but the amount 
of the gain—almost 50 per cent—is larger than would be 
expected. Even better than this group, though, has 
been the action of the aircrafts, with a gain of about 
75 per cent today over the last time the averages were at 
an equal point. Contrasted with such action is the 
25 per cent fall in the agricultural equipment group. 

Automobile stocks are somewhat lower than a year 
ago, yet the motor accessories are definitely higher. 
Another phenomenon which apparently has a good rea- 
son is the gain in rail equipments, against a sizable loss 
in the rails themselves. Department store stocks are 
about unchanged, although the mail orders are some 
15 per cent higher. 

To go a step further, we can take the three dates 
when the market was just where it has recently been, 

shown on the chart opposite, and find 





These Issues Have Shown Progress 


out what has been happening to in- 
dividual issues under cover of the 
swings up, down, and up again. Some 
of the most volatile show very little 




















Pee ee change between the dates selected. 
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trends quite unconnected with the 
cyclical swings of the market ar 
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unfortunately rare, but they do sometimes come along. 

Long-pull investors who have been holding the type 
of issues shown in the table opposite have reason to 
be satisfied with their choice. These stocks have given 
every sign of internal soundness by the ultimate test of 
their ability to pull ahead of the main body of stocks. 
Furthermore, every trader for the shorter swings should 
at least consider whether he would not be better off with 
positions restricted to the leader type which consistently 
proves its right to the appellation. Speaking only of 
operations on the long side, it is obviously a favorable 
point to own for however short a period of time the stocks 
which are doing just a bit better than the averages. 

By keeping the larger aspects of stock movements in 
mind, it should be possible to trade on a basis of greater 
confidence in the selected issues, to concentrate where 
breadth and activity exist at almost all times. Besides 
the very definite psychological advantage, there is the 
plain fact that the man trying for the shorter swings in 
U.S. Rubber or Kennecott during the last few years had 
an underlying trend running strongly in his favor even 
during the times when his judgment of the market hap- 
pened to be poorest. 


The Business-Market Ratio 


This department brought forward last month a device 
for gauging the relationship of stock prices to business 
conditions. Copies of the issue had hardly been in 
readers’ hands a day when letters began to stream in, 
asking for additional explanation, discussing the theory 
from the individual viewpoints of investors who had, 
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perhaps unconsciously, been looking for some such tool. 

Interest aroused by the ratio was all the more gratify- 
ing because it encouraged us in the hope that we were 
really contributing something legitimate and practical 
and useful to your understanding of the market. It could 
have been taken as one of the many sure-fire, get-rich- 
quick gadgets which appear to require no judgment in 
their use. There was that danger in publishing it. But 
not one of the readers who gave us their reactions failed 
to comprehend the true objective; not one seemed likely 
to try to use the ratio blindly, automatically. 

The chart has been brought up to date and is repro- 
duced again here. When it was first prepared for publi- 
‘ation it portrayed a rather sorry state of affairs, with 
the war scare threatening to cancel all the gains since 
spring, at least in stock prices if not in industrial condi- 
tions. The ratio stuck to its guns at that time, though, 
insisting that, solely on the basis of current business 
activity, stocks were in the bargain zone. There was no 
assurance that business would not have a relapse, in 
which case the ratio would adjust itself to lower stock 
prices, but the ratio stated flatly that either business had 
to get worse or the market better. 

Since the sharp upturn after the Munich agreement, 
the ratio’s message has been less aggressive. It is ob- 
servable, though, that despite the optimistic market 
prices for leading equities, the improvement in business 
activity, which roughly determines the future earnings 
to be reported, has not been over-discounted. If some 
such calamity as a ruinously high tax on corporate earn- 
ings were to threaten to counter-balance the gains in 
the pace of industry, or if (Please turn to page 168) 
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Ahead .... 


Best Home-Building Year in a Decade! 


a looks as if next year will be the best building year 
since 1929, not in every class, of course, but certainly in 
residential construction, the most significant and dynamic 
branch of the building industry. One of the best barome- 
ters is “contemplated” construction—-that is, the volume 
of plans on the drafting boards of architects and con- 
tractors. In New York City, for instance, it has been 
estimated by Dow Building Service as 5 times greater 
than last year at about this time. A similar back log, 
not as great as in New York but very considerable, is 
reported from all the active building centers. Los 
Angeles, Detroit and Houston rank next in order. 

A year ago the building industry had wrapped itself in 
a mantle of gloom. It was feared that the recession in 
business could not fail to be reflected in a similar decline 
in building. In May of this year things began to happen. 
Instead of dropping sharply from April to May as in 
1937, home building this year suddenly began to climb 
and in July residential construction for the first time 
exceeded the corresponding month of 1937. Since then 
the gap between the two years has steadily widened. 
For the first 9 months of 1938, F. W. Dodge contracts 
awarded in dollars for single family heuses built to the 
owner’s order were still 8 per cent behind last year, and 
speculatively built houses were 10 per cent behind. All 


BY W. C. BOBER 


classes of residential construction for 9 months were 
6.9 per cent behind 1937. But each month this year 
after June has been better than the corresponding month 
of last year. It is, therefore, quite possible that the entire 
year 1938 will not only catch up on, but even surpass 
1937. 

We will probably have built around 280,000 to 300,000 
new homes in 1938 by the time the year comes to a close 
But a level of 300,000 homes is nothing compared with 
what we need. We built 510,000 in 1929, to say nothing 
of the 940,000 all-time record in 1925. England with less 
than one-third of our population has kept up a steady 
average volume of 300,000 new homes annually year 
after year for close to a decade. We will not have a 
satisfactory supply of housing in this country with a 
reasonable leeway of vacancies so as to allow some choice 
to the home seeker unless we build about 750,000 new 
homes annually for the next 5 years. This level is nol 
yet in sight. But I think it is not over-optimism to 
predict around 400,000 new homes next year built by 
private industry, provided the general recovery keeps 
underway. But on top of that we should have roughly 
100,000 new home units in the public housing sector. 
erected by the United States Housing Authority. The 
latter organization has alloted the great bulk of its funds 

and some projects are now in the 
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early stages of construction, bul 
very little money has actually been 
paid out so far. But by the end of 
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October close to $570,000,000 had 





been set aside for public housing 
in 142 cities and around $450,000,- 
000 or so representing roughly 
100,000 new home units will prob- 
ably appear in the building figures 
of 1939. In total, therefore, around 
500,000 new home units should be 
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erected by both private and public 
enterprise next year. 1939 will, 
therefore, be the first year for a 
decade in which the rapidly rising 
housing shortage will have been re- 
duced instead of mounting higher. 

One of the most striking features 
in recently reported building fig- 
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ures from various sections of the 
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country is the predominance in 
per capita home building in the 
cities and towns below 10,000 
population. These centers are 
not rural towns; on the contrary, 
in the great majority of cases 
they are suburban centers, 
“satellites” to the big cities. As 
the figures show, we have a vol- 
ume of home building above the 
national average in two popula- 
tion groups: (1) cities over 
500,000, and (2) the suburban 
towns and small cities. This 
trend also is nothing new. The 
1936 and 1937 figures show the 
same tendency of home building 
to concentrate in the big cities 
and in their small satellite cen- 
ters. We therefore see reflected 
in these statistics a continuation 
of the drift of population to the 
very large cities, and of the 
movement of people to and be- 
yond the periphery of the same 
large urban centers. The latter 
movement which was the under- 
lying cause of so much of the 


ps 


building activity of the twentics is in itself very largely 
a secondary result of the vast automobile revolution 
which changed our ways of living as no other techno- 


logical advance in history. 


Here we see how closely building activity is related 
to changes in transportation methods. The bicycle, horse 
car, cable car, electric street railway, interurban subway. 
and last but greatest of them all—the automobile—each 
in turn expanded the radius between the place where a 
person works and the location where his family could 
live. Therefore, each advance in transportation meth- 
ods in our history has been followed by a wave of 


building activity. The vast change 
in transportation initiated by the 
coming of the automobile did not 
have time to completely work itself 
out in the few short years between 
the end of the war and 1929. The de- 
pression merely interrupted the out- 
ward thrust of population to and 
beyond the periphery of the larger 
cities which the automobile as well 
as rapid transit generally made pos- 
sible. This movement is now being 
resumed as became plain as early 
as 1935. We will for years to come 
have this population movement 
which in fact constitutes a vast in- 
ternal migration. When we remem- 
ber that it is not the existing number 
of people in an area, but the number 
of new people who enter it either 
through birth or migration that 
gives rise to building activity,—we 
readily see that we have important 
sources of construction activity in 
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spite of the well recognized decline in our rate of growth 


Looking further into the basic causes of greater home 


building activity, we now come to that so often mal- 





Companies Associated with 
Building Favored by The 
Magazine of Wall Street 


Company Recent Price 
American Radiator .... 19 
Grane’ Cee cn6enseccie's 40 
PTTNOEU he ee sc sete aie 30 
Holland Furnace ...... 50 


Johns-Manville ........ 108 
Libbey-Owens-Ford Glass 58 


Lone Star Cement ..... 60 
Masonite Corp. ....... 58 
Minneapolis-Honeywell. . 88 
National Gypsum ...... 16 
National Lead ......... 29 
Pittsburgh Plate Glass. . 112 
Ruberoid Co. .......... 32 
Sherwin-Williams ...... 111 
United States Gypsum.. 112 
Yale & Towne ........ 33 





treated subject—the cost of construction. I have never 
believed that you can make much of a comparison of 
building costs from year to year because the quality, 
type and size of houses built varies continually, not 
only between city and city but even more so from year 
to year. One can no more compare adequately the cost 
of the average home built in 1938 with that of 1926 than 
one can compare the cost of average automobiles built 


in those years. To do so is practi- 
cally to deny the existence of tech- 
nological change and the unceasing 
endeavors of a thousand research 
laboratories to continually improve 
the product. Moreover, the typical 
“cost of construction” mdexes that 
frequently appear in print, are 
based as a rule on wage rates at 
union scales which are as a whole 
operative only in restricted locali- 
ties, rather than throughout the na- 
tion at large. Moreover, even where 
they apply, they are apt to become 
inoperative to a far greater extent 
than the public realizes when times 
become hard and wages begin to re- 
spond to supply and demand regard- 
less of even “iron-clad” agreements. 
Further, the well known fact that 
the contractor has a wider choice of 
building labor and therefore a higher 
labor productivity in depressions, 
(Please turn to page 166) 




















Man-made lightning in General Electric's Pittsfield laboratory. 


Is Investment in G. E. Warranted? 


BY WARD GATES 


= 
— Evectric is the top manufacturing enterprise 
in the enormously broad and still growing world of elec- 
tricity. It makes electrical equipment in scores of types 
and thousands of variations. It makes every kind of 
equipment needed for the creation and distribution of 
electric energy. It makes every kind of apparatus and 
appliance through which electric energy is put to its ulti- 
mate use. 

In this power age our millions of people rely on elec- 
tricity only a bit less completely than they rely on the air 
they breathe—and take it about as much for granted. We 
reach for switch or push-button instinctively, sub-con- 
sciously. At rare intervals, when storm or disaster tem- 
porarily darkens our homes or shuts off factory power, we 
ruminate on the magic which has placed at our service 
such an infinitely useful force at such relatively low cost. 

None has done more than General Electric to make 
this magic possible—or to bring us to accept it as routine 
and commonplace. Behind it are sixty years of technical 
achievement and commercial success. Looking at the 
company as a physical entity and at the men who have 
guided its destinies, it would be easy to construct a 
romantic, dramatic, human-interest story. Various 
writers have done so and will do so again—but we choose 
in this article to take a somewhat different approach; 
perhaps a prosaic, pocket-book one. We are going to 
re-examine General Electric, the corporation, chiefly with 
regard to those aspects which relate most directly to 
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the outlook for General Electric, the common. stock. 

To say that the long-pull outlook for the stock is favor- 
able is not very illuminating. Every intelligent investor 
and speculator knows that. It is a composite belief re- 
flected in the high market price—relative to existing 
~arnings and dividends—which the issue usually com- 
mands. The question is how favorable is the General 
Electric outlook. Fortunes could once be made in this 
stock through the simple process of buying it, locking it 
away and sticking to it through thick and thin. From 
decade to decade profits and dividends pointed up, only 
temporarily retarded by recurrent depressions. There 
were frequent and generous stock dividends. The coun- 
try was growing very fast and General Electric was 
growing even faster. But since 1929—nearly a decade 
now—it has been a different, more complex, more confus- 
ing picture. Of fluctuations we have had plenty. Of 
additional, secular economic growth for the country, and 
for General Electric, we have had little or none. This is 
not a matter of bull or bear markets or of the business 
cycle. It isa more fundamental change in the American 
scene. Whatever the reasons, is it temporary? If it is, 
there is a valid investment basis for the premium which 
General Electric stock commands. If it is not, major 
weight must be given to the stock’s cyclical characteris- 
tics, rather than its long term growth possibilities—and 
this, strictly speaking, is not an investment approach but 
a speculative or speculative-investment approach. 
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In the writer’s opinion, the latter approach is the in- 
ielligent one. Even though there are convincing reasons 
for expecting further long term expansion in the market 
for electrical equipment, there can be no doubt whatever 
that the future rate of growth will fail to match that of 
earlier decades. No matter how great the need it serves, 
every manufacturing industry goes through four inevit- 
able phases—an infant phase of struggle and instability, 
a phase of phenomenally fast growth, a phase of slacken- 
ing growth and the fourth and last phase of economic 
maturity. The electrical equipment industry has cer- 
tainly not reached economic maturity and the writer will 
hazard no guess as to when it will, but there is ample evi- 
dence that it is in the third phase of slackening rate of 
long term growth. 

Looking back over the last three decades of change in 
the production of kilowatt hours of electricity, in the 
total horsepower of electric motors in factories and in the 
number of homes wired for electricity, one notes that 
growth was faster in the decade 1908-1918 than in the 
decade 1918-1928 and that growth in the latter decade 
was faster than in the decade 1928-1938. The statistics 
are as follows: horsepower of motors in factories, 4,000,- 
000 in 1908; 15,000,000 in 1918; 32,000,000 in 1928; 41,- 
000,000 in 1938. Wired homes, 1,500,000 in 1908; 7,000,- 
000 in 1918; 19,000,000 in 1928; 23,000,000 in 1938. Kilo- 
watt hours of electricity consumed, 6 billion in 1908; 25 
billion in 1918; 61 billion in 1928; and 100 billion in 1938. 
Construction of electric utility facilities has followed a 
similar pattern of declining rate of growth, with an espe- 
cially pronounced retardation during the past decade due 
partly to the over-building of the late ’20’s and partly— 
more particularly over the past five yvears—to political 
obstacles. 

It is true that the great depression of 1929-1933, as well 
as slower-moving secular factors, figured in the changes 
since 1928, tending to flatten out the long-term growth 
line more than would otherwise have been the case. It 
is true that there exists today a depression-accumulated 
need of electrical equipment by utilities and industry 
which, if released over the next several years, would mean 
a very substantial bulge in the equipment business and in 
power consumption. But these are essentially cyclical 
considerations and do not alter the reality of slackening 
secular growth. 

Moreover, in the growth of the last decade the fortui- 
tous circumstance of the mushrooming of the electric re- 
frigerator market was a sustaining factor of much im- 
portance, and from which future comparable growth can 
not be expected. This increase was from 1,250,000 boxes 
in 1928 to 11,250,000 in the present year. From 1929 to 
1937 the retail value of electric refrigerators marketed in- 
creased from $227,176,000 to $401,360,000. 

No other household appliance now known has had a 
growth of markets over the past decade remotely ap- 
proaching that of refrigerators; and no appliance now 
known seems to have potentialities over the next decade 
anywhere near those realized in refrigerators over the 
past decade. For example, retail value of washing 
machines sold in 1929 was estimated at $107,900,000 and 
at $106,150,000 in 1937; radios at $592,068,000 in 1929 
and $404,457,000 in 1937; oil burners, $73,258,000 in 1929 
and $75,229,000 in 1937; vacuum cleaners, $62,660,000 in 
1929 and $71,230,000 in 1937; ranges, $25,270,000 in 1929 
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and $54,270,000 in 1937; lamp bulbs, $152,960,000 in 1929 
and $154,600,000 in 1937. All of these figures are esti- 
mates of the magazine “Electrical Merchandising.” 

In older appliances change in dollar volume since 1929 
is, of course, in part a matter of lower prices. That is 
notably true of radios and radio tubes; and it explains 
why dollar volume in lamps last year was only a trifle 
over 1929. This entire field of consumer appliances is 
highly competitive and will remain so. Many companies 
not regarded as electrical equipments are in it—for in- 
stance General Motors, Borg-Warner, Zenith Radio— 
and profit margins are much narrower than on heavy 
electrical equipment. 

It is estimated that about 20 per cent of the industry’s 
volume is normally accounted for by utility buying but 
this division is more important than the figure implies 
for such producers as General Electric, Westinghouse and 
Allis-Chalmers. Utility construction expenditures for 
the current year are estimated at about $450,000,000 or 
not importantly changed from 1937 and a bit more than 
half the average of 1928-1929. This figure, however, does 
not mean 1938 orders for $450,000,000 worth of electrica) 
equipment. The erection of an electric light pole is a 
construction expenditure but does not mean business to 
General Electric. The construction of a new generating 
station involves expenditures for equipment but also for 
the structure. 

As reported by the National Electrical Manufacturers 
Association, total volume of member manufacturers in 
1937 was approximately $980,000,000, as compared with 
$950,000,000 in 1929. Generating equipment accounted 
for about 4 per cent of this total last year and for 5.3 per 
cent in 1929; construction material, insulated wire and 
cable accounted for 14.3 per cent last year and 21 per cent 
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A large commutator in course of construction at Schenectady. 


in 1929; transmission and distribution equipment ac- 
counted for 19.4 per cent last year and 22.2 per cent in 
1929; industrial apparatus accounted for 20.4 per cent 
last year and 21 per cent in 1929; while household appli- 
ances made up 41.9 per cent of the total business last 
year, against 30.5 in 1929. 

Expressed in dollar total, sales of generating equipment 
last year amounted to about $40,000,000 or $10,000,000 
less than in 1929; construction material $140,000,000 or 
$60,000,000 under 1929; transmission and distribution 
equipment $190,000,000 or $20,000,000 under 1929; in- 
dustrial apparatus $200,000,000 or about equal to 1929; 
and household appliances $410,000,000 or $120,000,000 
more than in 1929. These statistics do not cover every 
manufacturer of toasters or electric razors in the country, 
but they are nearer the reality than much of the roseate 
talk we hear about this industry. One widely known 
publication has put the industry’s annual total at $2,500,- 
000,000. Incidentally, both General Electric and West- 
inghouse are members of the association whose statistics 
we have here used. 

Of bullish significance to General Electric is the an- 
nounced agreement for utility expansion as part of the 
national defense program. Bullish also is the prospect— 
strengthened by the elections—of a less hostile Adminis- 
tration attitude toward the utilities. Estimates of the 
projected utility expenditures vary greatly. Floyd L. 
Carlisle, head of Consolidated Edison, says the under- 
taking is “the first step” in a program that might reach 
$1,000,000,000 a year over the next two years, as com- 
pared with present utility capital outlays at a rate of 
$500,000,000 a year. Capital expenditures by the utili- 
ties, however, are by no means confined solely to electri- 
cal equipment. In the boom year 1929 members of the 
National Electrical Manufacturers Association sold only 
$260,000,000 worth of generating, transmission and dis- 
tribution equipment. 

While the industry’s 1929 sales to utilities can, of 
course, be topped, the gain over present annual sales will 
not remotely approach $500,000,000. But whatever the 
projected utility expansion program amounts to in orders 
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for equipment, it will be important 
to General Electric; although time 
will be required before this business 
is translated into earnings. The 
company’s profits in the coming year 
will be more largely affected by the 
general trend of industrial activity, 
of construction and of appliance sales 
than by the national-defense-utility 
program. 

The construction outlook is ap- 
parently promising for next year and 
perhaps for several years. This is 
very important to the electrical 
equipment industry. Industrial de- 
mand, while highly responsive to 
purely cyclical factors, is subject to 
further secular growth, perhaps more 
so than any other division for here 
there is a continuing compelling urge 
for reduction of operating costs in 
industry. This cost-reducing urge 
is much less influential in the utility 
division and, of course, is not a factor at all in the house- 
hold appliance field. To this it may be added that the 
Government’s still uncompleted program of public power 
projects and the Navy’s building program will mean sub- 
stantial orders for electrical equipment for some years to 
come. 

For the industry as a whole, volume next year will 
certainly exceed that of 1938 by a large margin, but the 
lag in billings is such for companies like General Electric 
that it would seem improbable 1939 will be much, if any, 
better than about mid-way between 1935 and 1936. As- 
suming a sustained recovery cycle of several years, the 
1937 all time peak for the industry will assuredly be 
topped, possibly by 20 or 25 per cent. 

Judging by the figures of total volume of members of 
the National Electrical Manufacturers Association, as 
heretofore presented, General Electric’s share of the total 
market is not increasing—for the 1937 total was about 
$30,000,000 larger than in 1929 while 1937 sales billed by 
General Electric were $65,599,000 less than in 1929. 

Otherwise expressed, 1937 billings of General Electric 
were about 15.8 per cent less than in 1929 and manufac- 
turing profit—not to be confused with net income, which 
includes an important return from investments—was not 
quite 2 per cent less than in 1929. For Westinghouse 
Electric last year’s orders billed were only 4.6 per cent 








General Electric Price-Earnings Ratios at Highs and 
Lows of the Past Eleven Years: 


High Low 
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under the 1929 total and manufacturing profit was 11.1 
per cent above that of 1929. 

This is not a matter of General Electric losing ground, 
but of Westinghouse closing part of the gap. The pre- 
1929 Westinghouse was decidedly inferior to General 
Electric in some highly important respects, notably in 
lack of aggressive merchandising and promotion. This 
company is still more heavily dependent on producer 
goods than is General Electric. For this and other rea- 
sons it tends in a protracted depression—such as 1931- 
1933—to fare worse than General Electric, but on a sus- 
tained heavy industry recovery there is more leverage 
in the Westinghouse situation. Moreover, under the 
Robertson management the Westinghouse operating 
profit margin has apparently been pulled up virtually on 
a par with that of General Electric. Westinghouse or- 
ders billed in 1929 were approximately 52 per cent of 
the General Electric total. Last year this figure was 59 
per cent and for the first nine months of this year it was 
61 per cent. 

Note that we say Westinghouse has closed only part of 
the gap. When every factor is taken into account, Gen- 
eral Electric still remains unquestionably No. 1 in its 
field. Its profits are unstable, but less so that those of 
Westinghouse. Of the two it is financially the stronger, 
physically the larger. 

Whether from an investment or a speculative point 
of view, however, all qualitative differences between 
General Electric and Westinghouse — for 
that matter, between General Electric and 
various industrials in other fields—are ade- 
quately balanced by the premium which the issue 
commands. For instance, at its bull market high 
in 1937 General Electric was priced at 29.5 times 
~arnings for that year, against 22.3 for Westing- 
house. In former years this discrepancy tended 
to be greater. In 1929 at its high General Elec- 
tric was quoted at 44.9 times that year’s net per 
share, against 28.7 for Westinghouse. 

On October 26 Chairman Robertson, of West- 
inghouse, stated publicly that new orders for his 
company had shown no particular change in 
trend, coming in at about the same rate as last 
May and June. He added that since increases or 
decreases in earnings usually follow several 
months behind the trend of new business, be- 
‘ause of the lag between receipt of orders and 
delivery of finished products, net earnings were 
still moving down in reflection of the falling off of 
orders last spring. The same characteristics 
apply to General Electric business. Hence it 
can be readily forecast that profits of General 
Electric and Westinghouse will show no signifi- 
cant improvement in the fourth quarter and may 
be slightly lower than in the third quarter. Ac- 
cordingly, at a maximum, net per share for Gen- 
eral Electric this year may be around 80 cents 
per share and that for Westinghouse around $3 
per share. Thus General Electric is currently 
priced at more than 50 times this year’s probable 
net per share and Westinghouse at more than 39 
times probable net per share. 

We have no particular objection to the com- 
mon tendency of the times to classify almost 
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any good stock as an “investment,” but, of course, the 
reality is that no equity which is subject to wide cyclical] 
swings in earnings and dividend yield is really an invest- 
ment security. Over the past decade the range of Gen- 
eral Electric’s operating profits has been: high, $49,395,- 
000; low, $3,630,000. The range of income per share, 
adjusted to present large capitalization, has been: high. 
$2.24; low, 38 cents. The range of annual dividends has 
been: high $2.20; low 40 cents. The price range of the 
stock has been: high, 10034; low, 814. 

Taking the mean between annual highs and lows for 
the five-year recovery period 1933-1937, the average yield 
on this stock was 3.1 per cent. The current yield on 
high grade, tax-exempt municipal bonds averages about 
2.85 per cent and that on the longest term Treasury bond 
available is about 2.56 per cent. 

Dividend yield on General Electric was ballooned in 
1936 and 1937 by the operation of the undistributed earn- 
ings tax, the company having paid total dividends of 
$3.70 for those two years out of earnings of $3.72. The 
General Electric policy in normal years has been to dis- 
tribute approximately 70 per cent of earnings; and while 
its financial position is notably strong it is highly prob- 
able that it will adhere to this general rule in future. 

This brings us to an interesting conjecture. Suppose 
that the company next year earns $1.52 or the equal of 
1936 profits; suppose in 1940 it matches 1937 profits of 
$2.20 per share; suppose in 1941 (Please turn to page 170) 
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A G. E. turbine room installation for So. California Edison Co. 
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| radio’s only child, is to make its formal 
debut next spring at the World’s Fair. The parent still 
can’t realize that its offspring is out of the cradle and 
ready to face the world; but the youngster is cocky, per- 
haps a trifle spoiled by all the attention it has received, 
and of course impatient to begin proving itself. With all 
its natural advantages and so many interested well- 
wishers it seems unlikely that anything can mar its 
success, yet there is the usual drawback: someone will 
have to foot the bills for quite a while before the self- 
supporting stage is reached. 

It is very easy to be disparaging about the commer- 
cial possibilities in television; skepticism has always had 
the logic with it in the case of all the inventions we now 
regard as commonplace. There are a dozen arguments 
to show that years must elapse before technique can be 
developed so that chains can be stretched across the 
country, so that the large advertisers can be attracted, so 
the thing will earn its way. Television programs are far 
more expensive than radio programs, the mechanical cost 
of broadcasting is greater, receiving sets involve larger 
outlays. Before good—meaning expensive—programs can 
be presented, the advertisers and the public must be 
sold. Without good programs the selling will be a hard 
task because the public will refuse to grow enthusiastic. 
Here is a case where either the chicken or the egg must 
materialize before any progress at all can be made. 

Radio had the same problem, though. In 1922 there 
were 100,000 sets sold, 1,500,000 sets in 1924, and 2,000,- 
000 the next year. The mechanical difficulties were not 
as great, but neither advertisers nor audience had been 
taught the possibilities as they have in the case of tele- 
vision. It is probably safe 
to say that no comparable 
invention has ever had so 
thoroughgoing a campaign 
of advance publicity, and 
none has ever found a pub- 
lic so expectant and willing 
to be shown results. 

Perhaps so much is ex- 
pected that visitors to the 
World’s Fair will feel dis- 
appointed at the exhibit 
planned by Radio Corp. 
For one thing, 
the field of vision 
will be small— 
not much more 
than seven’ by 
nine inches. Eyes 
adjusted to the 
size of moving 
picture screens 

will need 
time be- 































The Truth 
About 


Television 


BY CYRUS G. V. WHITE 


fore they can appreciate the action they are seeing in 
miniature. The technique of staging a program is un- 
likely to be perfect, for the problems are fully as com- 
plicated as those being met by the movies. But the 
scenes will be clear, far better than the movies at the 
same stage of development, and if the audience is not too 
critical it will be thrilled by the subject matter. 

A tennis racket will meet the ball in an important 
match and at the same instant the audience in the room 
at the World’s Fair will see the contact, watch closely to 
catch the return, and echo the audible applause of the 
grandstand alongside the tennis court. The finish of a 
horse race with all the enthusiasm of the crowd at the 
track will be present there in that room miles away at 
the very moment of occurrence, not days or weeks 
after the event. Mobile field units such as shown on the 
opposite page will carry the RCA equipment to points 
where news is happening and put it instantly onto the 
screens of all receivers tuned to the program. And the 
comparatively dull spots will be filled with what would 
be first-grade entertainment for the radio—short plays 
and sketches, songs, comedy—in addition to television’s 
own discoveries such as fashion shows and dancing acts. 

Many people from all over the country will want to 
buy sets right on the spot, to take home as the ultimate 
symbol of what 1939 has brought, but they will run into 
a hitch. Television broadcasts, unlike radio, are strictly 
limited as to distance. Transmission requires a very 
wide band of frequencies, possible only in the ultra-high 
frequency portion of the radio spectrum. With such 
frequencies the reception range is at present limited 
roughly to the horizon; in other words you can “see” 
with television about the same distance as with a tele- 
scope, although the limitations have no common cause. 
Enthusiasts living more than forty or fifty miles from a 
broadcasting station will therefore have to do without 
television until a station comes along or new methods at- 
tain greater distances. 

This subject of range is receiving a great deal 


of attention. It is possible that 
a practical extension will be 
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available before next spring. Even if it con- 
tinues to baffle, however, there are ways around 
the problem. Programs may be transmitted— 
“piped”—by means of the coaxial cable be- 
tween stations, and re-broadcast from thou- 
sands of points all over the country. Although 
expensive, such a method is both dependable 
and practical. Or booster stations may be es- 
tablished, picking the program out of the air 
and re-broadcasting it on to the next booster. 
One way or another, television is going to burst 
out of its horizon boundary if the demand for 
it is sufficient. 

Even though the public should insist upon 
television, however, it is not a foregone con- 
clusion that advertisers will find it a selling 
medium worth the tremendous investment in 
programs. Let us look at it from the viewpoint 
of the sponsor. Broadly speaking he now has 
two avenues of approach—through the eye, in 
publications; and through the ear, in radio. 
With television he attacks both organs at once. 
He can actually show us his new cars and the 


Opinions Vary— 


the same American pioneering spirit of private 


enterprise which has given us great systems of transporta- 
tion and communication, and has produced the great indus- 
tries of the automobile, motion picture and radio, will 
likewise provide us with a nation-wide system of television. 


David Sarnoff, president of Radio Corp. 


A headache for pioneers. Television, even after it makes 
its actual bow, will be years removed from an actual profit. 


S. M. Ramsdell of Philco Radio & Television 


Development of television as a popular luxury will provide 
for the United States an industrial prosperity as great as 
that produced by the automobile. 


Charles F. Kettering of General Motors 


But They Are All Interested— 


Radio Corp. of America 
American Telephone Philco 
National Broadcasting 


Crosley Westinghouse Electric 
General Electric 
Zenith Paramount Pictures 


Columbia Broadcasting 





proud owners, or his vacuum-cleaner in oper- 

ation. What is more, the program will have the spon- 
taneous quality and the pace which go with watching 
action while it goes on, and it will cost the audience 
nothing to attend. Neither radio nor movies will be able 
to compete on the basis of psychological appeal as an 
advertising medium. 

If there is an implication here that television spells 
disaster for either the movies or radio, it should be cor- 
rected at once. All three are equally symptoms of the 
times, new developments bound to produce their own 
logical successors sooner or later. One can hardly look 


Cogrmery Cesare. ence ot ft 
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more than a decade ahead and feel certain that any of 
our present realities are safe; wood, steel, wheat, they 
may all succumb to cheaper and better synthetic prod- 
ucts in the experience of the next generation. But for 
practical purposes, which means the more or less im- 
mediate future, television is probably no more dangerous 
to radio or movies than the airplane is to the automobile. 

The distinction between television and the movies is 
so clearcut that the outcome of any clash between them 
is a matter for individual judgment to decide. For tele- 
vision vs. radio, however, we (Please turn to page 170) 
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Profit Opportunities 
in Selected Stocks 


By THE MAGAZINE OF WALL STREET STAFF 


GROUP A—MODERATE PRICED ISSUES 





Superheater Co. 





SUPERHEATER 


Superheater Co. has long 
been ranked as one of the 
foremost manufacturers of 
superheaters and_high-pres- 
sure equipment for use in rail- 
way locomotives, marine and 
| stationary boilers. Over the 

past five years, the company 
has broadened the scope of its 
activities to include the 
manufacture of power plant 
equipment, such as boilers, generators, etc., for public 
utility and industrial plants. Other products include 
stokers and oil refinery equipment. The character of the 
company’s business is definitely that of the heavy goods 
type and as a consequence earnings in the past have 
shown considerable fluctuation, reflecting the willingness 
and ability of industrial managers to undertake plant re- 
habilitation and new construction. Purchases of new 
locomotives, as well as repairs to existing equipment, 
afford a particularly important source of revenues. 

Conditions during the past five years have been such 
that Superheater Co. has not had an adequate opportun- 
ity to develop the real earning power of its enlarged or- 
ganization. The company’s best showing in recent years 
was in 1937 when net of $2,085,989 was equivalent to 
$2.30 a share on 904,855 shares of capital stock. For the 
five years ended in 1930, a period in which the company’s 
ramifications were much less extensive than they are at 
the present time, earnings averaged better than $3.80 a 
share. Entering the current year with unfilled orders 
substantially lower, and with current bookings reflecting 
the widespread industrial slump, net for the nine months 
to September 30, last, amounted to only $340,305, or the 
equivalent of 38 cents a share, as contrasted with $1,742.- 
619 or $2.40 a share in the corresponding period a year 
ago. Since that time, however, the company’s prospects 
have brightened considerably, largely by virtue of the 
rising tide of rail traffic and the proposed expansion pro- 
gram of the public utilities, both of which events can be 
depended upon to revert to Superheater’s benefit. The 
improved outlook has not gone unrecognized marketwise 
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and quite obviously the shares, at 41, are discounting 
better earnings than are likely to be shown by the com- 
pany over the next three to six months. On the other 
hand, the shares have much in their favor as a specula- 
tion upon the sustained recovery of heavier industries. 
With only a single class of stock comprising the entire 
capitalization, a strong financial position and a well-en- 
trenched trade standing, the company might well record 
sizable gains in earnings over the next vear, accompanied 
by increased dividend payments. The last dividend was 
at the rate of 121% cents a share. 





Commercial Investment 
Trust 





COMMERCIAL 
INVESTMENT 
| TRUST 


In addition to affording a 
generous yield, the shares of 
Commercial Investment 
Trust afford one of the more 
conservative mediums for in- 
direct participation in the re- 
covery of the automobile in- 
dustry, which has assumed 
such promising proportions. 
Commercial Investment 
Trust is the largest unit engaged in the financing of in- 
stallment purchases. At the end of last year, of total re- 
ceivables held by the company, 58 per cent consisted of 
retail automobile liens, 10 per cent wholesale automobile 
liens, 8 per cent textile factoring and 24 per cent indus- 
trial liens. These percentages represent approximately 
the relative importance of the various phases of the 
company’s activities. In 1936, Commercial Investment 
Trust acquired the National Surety Corp., engaged in 
underwriting fidelity and surety insurance. In addition 
to handling installment purchases of Ford automobiles. 
other motor accounts include Nash, Hudson, Studebaker 
and several truck companies. The company also finances 
purchases of electric refrigerators and other types of 
household equipment. As of June 30, last, capitalization 
consisted of $33,000,000 3 per cent debentures of 1946, 
$35,000,000 314 per cent debentures of 1951, 95,441 
shares of $4.25 preference stock and 3.314.554 shares of 
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common stock. Total assets on the same date amounted 
to $421,167,703, the bulk of which consisted of install- 
ment receivables totalling $292,049,446. 

Operations of Commercial Investment Trust have been 
consistently profitable, even in the worst of the depres- 
sion years, 1932. Last year the company’s volume of 
business and earnings set a new high record. Net avail- 
able for the common stock was equal to $6.36 per share 
and dividends totaled $5. Net in 1936 was equal to $6.07 
per share. Reflecting principally the sharp slump in re- 
tail sales of automobiles this year, total receivables pur- 
chased by Commercial Investment Trust were off 54 per 
cent and six-months’ earnings equivalent to $2.31 a share 
were off 32.6 per cent from the equivalent of $3.43 per 
share in the first half of 1937. Despite the sharp slump 
in current earnings, quarterly dividends of $1 a share 
have been covered by a fair margin. 

From this point on, volume of receivables purchased 
by the company should show prompt response to the 
increasing retail sales of new automobiles, accompanied 
by a corresponding improvement in per-share earnings. 
Recently quoted around 62 the shares afford a yield of 
nearly 614 per cent and are reasonably priced in relation 
to near term earnings. Concrete evidence of a reversal 
in the downward trend in the company’s business may 
well result in an important upward readjustment in the 
price of the common shares. 





General Cable Corp. 





GENERAL CABLE 


Any sizable expansion in 
the facilities of the public util- 
ity industry will inevitably 
react to the benefit of General 
Cable Corp. The company 
manufactures _ practically 
every type of copper wire and 
cable, as well as copper rods 
and tubings and a line of in- 
sulated aluminum wires and 
cables. During the depression 
years, curtailed public utility expenditures, the severe 
slump in building activity and the precipitate decline in 
metal prices, took a heavy toll on General Cable’s earn- 
ings. In the period from 1930 to 1934, deficits aggregated 
more than $14,000,000. In 1935 operations were re- 
stored to a profitable basis, with the upward trend in 
sales and earnings carrying through to 1936. In the lat- 
ter year, net was equal to $1.64 a share on the Class A 
stock. Last year, earnings up to the final quarter were 
substantially ahead of 1936, but the sharp falling off in 
general industrial activity, coupled with the need to 
absorb substantial inventory adjustments in the final 
months, cut net profits to $1,232,937, or the equivalent of 
51 cents a share on the Class A stock. 

In addition to a funded debt of $10,435,000, capitaliza- 
tion of General Cable consists of 150,000 shares of 7 per 
cent preferred stock, 359,003 shares of Class A stock and 
567,230 shares of common stock. As of August Ist, 
accumulated unpaid dividends on the preferred shares 
totalled $36.75. Financial position, at last reports, was 
comfortable. 

As might be expected, in the face of conditions which 
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prevailed during that period, the company’s operations 
in the first nine months of the current year were unprofit- 
able, resulting in a loss of $614,327, comparing with a 
profit of $2,876,575, in the same months a year ago. This 
year, however, with copper prices substantially above 
their low, there is slight likelihood that the company 
will be forced to absorb inventory losses. The common 
shares, although frankly speculative and subject to 
endorsement only on that basis, have the benefit of sub- 
stantial capital leverage, which in a period of rising sales 
and prices could result in a rapid increase in per-share 
results. At 19, the shares among low priced issues may 
be conceded interesting possibilities. 





Crane Co. 








7 


For anyone seeking a specu- 
| lative stake in a diversified 
{| group of basic heavy indus- 
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tries, the shares of Crane Co. 
appear to have much in their 
favor. The company is an 
established manufacturer of 
valves, fittings, pumps and a 
complete line of plumbing 
fixtures, appliances, cast iron 
boilers and radiators. Im- 
portant manufacturing subsidiaries are located in Can- 
ada and England and distribution of the company’s 
products is on an international scale. Principal sales 
outlets are provided by such industries as building, pub- 
lic utility, petroleum, railroad and shipbuilding. With 
the possible exception of petroleum, the outlook for all 
of these industries is definitely more hopeful at this time 
than it has been in some months. The nature of Crane’s 
business is such that wide fluctuations in earnings are the 
rule rather than the exception. In the three years ended 
with 1933, losses aggregating $17,400,000 were shown. 
Since then, however, sales and earnings have undergone 
an appreciable recovery; sales last year of $98,543,000 
registered a gain of 26 per cent from the 1936 level. After 
allowing for preferred dividends, net available for the 
common stock last year was equivalent to $3.63 per share 
on 2,348,628 shares. Per-share earnings in 1936 were 
equal to $2.04 for the common stock. A considerable 
measure of leverage is imparted to the common stock by 
the outstanding 192,806 shares of 5 per cent convertible 
preferred stock and funded debt of $11,427,000 314 per 
cent debentures. 

It has been officially estimated that the company 
showed a loss of approximately $327,000 for the eight 
months ended August 31, last. This showing, under the 
adverse conditions which prevailed during that period. 
is better than might otherwise be expected. Moreover. 
it is understood that sales have recently shown consider- 
able improvement and for the last half of the cur- 
rent year, earnings may approach $1 a share due largely 
to sustained residential building and larger engineer- 
ing awards. Although generously priced in relation 
to probable current earnings, the likelihood that the 
shares may yet sell appreciably higher with the benefit of 
more sustained industrial recovery appears to be a good 
speculative possibility. Recent quotation, 40. 
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Allis-Chalmers Mfg. 





ALLIS-CHALMERS 


In addition to being one of 
the top ranking manufactur- 
ers of electrical equipment 
and heavy industrial machin- 
ery, Allis-Chalmers, from a 
sales standpoint, is the third 
largest manufacturer of farm 
tractors and implements. The 
company’s rapid rise to a 
leading position in the farm 
equipment industry is a com- 
paratively recent development, reflecting no small 
measure of credit upon the management and the com- 
pany’s exceptionally strong competitive bid in the form 
of such developments as pneumatic-tired tractors and a 
new small combine and tractor priced substantially lower 
than this equipment has ever been made available to the 
farmer. Last year profits were the largest in the com- 
pany’s history, a showing made possible largely through 
the company’s success in developing its farm equipment 
division. 

In the first nine months of the current year orders 
booked by the company totaled $54,527,818, comparing 
with $79,321,908 in the same months a year ago. The 
decline in current bookings reflects principally the re- 
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Lockheed Aircraft Corp. 
errr Early in November, un- 
filled orders of Lockheed Air- 
craft Corp. were in excess of 
$24,000,000, the largest in the 
company’s history. Sales in 
, the first six months were 

iW within 10 per cent of the vol- 
ume for all of 1937. Consider- 
able impetus was imparted to 
the volume of new business 
being received by Lockheed, 
by the success of the Lockheed 14, the type of plane used 
in the Hughes round-the-world flight. The British Gov- 
ernment has ordered 200 bombers from the company, 
built along modified specifications of the 14 design, to- 
gether with $3,900,000 worth of spare parts. 

In the first six months of this year, the company re- 
ported a net profit of $15,074, equal to 23 cents a share 
on 660,879 shares of capital stock. The current showing 
compares with $281,563, or 43 cents a share on 659,213 
shares in the first six months of 1937. It should be noted, 
however, that against current earnings there was a charge 
of $262,232 covering amortization of development ex- 
penses. The company’s showing, for the full year, how- 
ever, promises to be relatively better than that in the 
initial half. Development costs in the final six months 
will doubtless require a much smaller percentage of earn- 
ings. Actual earnings promise to be substantially in ex- 
cess of 1937 results when net was equal to 21 cents a 
share. 

Although one of the smaller manufacturers. the out- 
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GROUP B—LOW PRICED ISSUES 

















duced demand for heavy machinery. Sales of tractors 
and farm implements were, up to July, approximately 
10 per cent ahead of last year but in recent months have 
fallen behind 1937. For the nine months to September 
30, last, a net profit of $3,384,219 was shown. This was 
equal to $1.90 a share on 1,776,092 shares, comparing with 
$6,786,336 or $3.83 a share on a somewhat smaller num- 
ber of shares in the same period a year ago. For the full 
year, earnings of at least $2.50 a share appear to be a 
reasonable expectation. Record-breaking earnings last 
year were equal to $4.42 a share and in 1936 net was 
equal to $2.27. 

The probabilities are that the worst of the decline in 
the company’s sales, both of industrial machinery and 
electrical equipment and farm equipment has been ex- 
perienced. Viewing the industrial prospect as a whole, 
the probabilities appear to favor an early and sustained 
reversal in sales and profits. 

As a speculative proposition, based on the possibility 
that within, say, another six months, the company’s sales 
and profits may be substantially better, perhaps to the 
point of surpassing even the record-breaking levels of 
1937, the shares at recent levels would appear to have 
considerable in their favor. While the constructive ele- 
ments in the company’s outlook are potential rather than 
immediate, the weight of the present evidence appears to 
be definitely on the favorable side. 


standing performance of the company’s planes has en- 
hanced its manufacturing prestige immeasurably. With 
every indication that foreign nations, as well as the 
United States, will continue to pursue an aggressive ex- 
pansion of their aircraft facilities, both military and com- 
mercial, the company seems assured of a sustained vol- 
ume of orders for some months to come. While working 
capital requirements may preclude the early inaugura- 
tion of dividends, as a speculative vehicle for participa- 
tion in the aircraft industry, Lockheed shares possess 
attributes which, over a reasonable period of time, should 
materially enhance their value. Recent quotation 27. 





Victor Chemical Works 





VICTOR CHEMICAL 


An old established enter- 
prise in its field, Victor 
Chemical Works ranks as one 
of the leading domestic manu- 
facturers of phosphoric acid. 
phosphates and derivatives 
A considerable portion of the 
company’s output is utilized 
in the manufacture and _ pro- 
cessing of baking powder. 
flour, salt and other food 
products. This condition has tended to impart a measure 
of stability to earnings. Other industrial outlets include 
steel, textile, fertilizer, match, petroleum, building, etc. 
Indicative of the company’s industrial standing is the 
fact that operations have been consistently profitable and 
dividends have been paid uninterruptedly since 1926. 


PRICE RANGE 














- JFMAMJJASO 














THE MAGAZINE OF WALL STREET 






































\ctors 
ately 
have TEE O OU 
mber 
S was s ‘ 
with 
num- 
e full 
be a 
Tas NVESTMENT TROGRAM 
L was 
7 for 1939 
y and 
Nn eXx- 
vhole, This definite program is most practical and helpfui. 
ained It has been especially prepared to meet the conditions 
as they are developing in business and investment 
bility today. Because of its timely appeal and simple pres- 
; sales entation every investor, businessman or trader will 
a appreciate its practical usefulness, — and be able to 
Is of A practical, handy volume, complete in 32 pages, use it profitably. 
“~ 0 tersely edited for quick, easy reading. 
lave , . . , ‘ 
ae You will want a copy of this Flexible and Strategic Investment Program for 1939. It is a clear, 
- authoritative manual of the practical basis for successful investing. It constitutes a personalized 
r than program which specifically recommends the means by which you can achieve a stable and profit- 
ars to able investment position in the coming year. 
This program is the result of a thorough analysis of the underlying economic and business condi- 
tions and technical factors motivating the security market. It is written from the viewpoint of the 
individual problems of the investor. It does not attempt to lay down a set of pre-fabricated prin- 
ciples, but, through the recommendations of a well thought out, workable investment program, also 
helps the investor to think through for himself as well. 

aS en- 

With Act now to secure your copy of this important investment program, now in the process of being 
is the f completed. The knowledge you derive from it will become a permanent part of your investment 
ve ex: equipment and should mean the difference between profits or losses in many of your transactions. 
1 com- 

d vol- ¢ CONTENTS ° 

orking 

ugura- Background —Beneficiaries of rearmament . . . industrial expan- 
ticipa- —Pattern of this recovery market. «tlie toi . . . New products . new de- 
yOSSeSS —wWhy these times demand new investment technique. i velopments Sg 

page —Hazards to watch for . . . political, international, ‘i ’ 
should monetary, . . . with particular reference to national- B—How to Rate Companies for Profit Prospects 
Q7. ism, foreign trade competition and currency de- —“Out of line” bargains. 

valuation. —Times-earnings ratio . . . Leverage. 

—Profit margins . . . Inventory position. 
_ Part I—Wisest Investment Policy Now ——— policy . . . ic anne 
—Allocation of funds ... balanced diversification... SR ea ee se ee ee nee 
inflation hedges . . . investment and speculation Part 111—Timing Your Buying and Selling 
ei percentages. —When to contract your position to minimize depre- 
ne A—Selection of Mediums for Individual Needs When ta — corrective declines. ba 

a Om —The place for high grade bonds . . . and why. petals cool st cea a a 
manu- —For convertible bonds . .. and why. 8 ; 
> acid. —For preferred stocks . . . and why. A—Factors to be Weighed and Recognized 
atives. —For common stocks . . . and why. —Judging intermediate tops and bottoms. 

of the B—Necessity for Rotation in Various Industries ee 
tilized —Group movements in various phases of economic —Stop-loss limits; when to use and where to place 
“ye cycles . . . leaders and laggards. Wear 
d pro- —Vulnerability of certain industries under govern- , : 
owder. ment regulations and because of labor and raw Part IV—A Flexible and Strategic Investment 

food materal costs. Plan for 1939 
easure . , t —Applying the principles outlined. 
ner Part Il—Selection of Industries and Companies —The ideal portfolio for capital growth . . . for 
‘ —Essential points of strength and weakness identified. income. A eee ; 
B> ete. —Comparison of the individual issue with the ideal —Adapting it to your individual needs, capital and 
is the medi. objectives. 
sle and 2 : —Maintaining flexibility for subsequent changes deter- 
1996 A—How to Rate Industries for Dynamic Growth mined by basic, industrial and company situation 


—Durable goods . . . consumer goods. and outlook. 


TREET Special Offer on Next Page Brings You This Important Plan FREE! 























11-19-MI 








‘do Christmas ~ 


“Ohe “Perfect Gift 


Give The Magazine of Wall Street — the Service 
Magazine That Meets Today’s Requirements=— 
To Yourself, Father, Son, Friend and Business Associate 


The gift that lasts forever and can never be taken away, is knowledge and superior judgment. It 
will be particularly essential in order to cope with the vital period ahead in 1939. 


No Christmas gift you give this year can be of more practical value, or compliment the recipient 


more than The Magazine of Wall Street. 


It will indicate that you have faith in him and an 


interest in his possibilities and his future,— and 26 times throughout the coming year, he will 


be reminded of your thoughtfulness. He will read it with interest 
at first, and then with eagerness, because he will gain an insight 
into the nation’s business which he never believed he could acquire 
so easily. 


—Give The Magazine of Wall Street to 


Your Business AsSOCIATES AND FRIENDS — who will appreciate being 
put in touch with such a source of sound and excellent judgment. 
It will help to create a bond of interest and discussion in the vital 
year ahead. 


Your EXEcuTIVESs AND EMPLOYEES——who can use the knowledge 
gained not only in developing themselves, but in doing a better job 
for you. 


Your Son — Your DaucHTER— who have the problems of today 
and tomorrow to meet. It will make them more capable of under- 
standing conditions and prepare them for the business of practical life. 


YoursSELF — since it will serve you in a thousand ways — because 
each issue contains ideas and suggestions that you can adapt in your 
own business—— because it is the best investment guide you can 
possibly secure, no matter what price you pay —because you can 
consult us personally when in doubt. 


— Secure Our Valuable Plan for 1939 - FREE 


Mail the coupon below with your remittance today. Your gift sub- 
scription will start, with our Christmas number. And — we will send 
you our Special Portfolio . .. “A Flexible and Strategic Investment 
Program for 1939” immediately on publication. This gift subscrip- 
tion also includes Confidential Inquiry Privileges — free. 


——-— — Mail This Special Gift Order Today - —- — — -~ 


The Magazine of Wall Street, 90 Broad Street, New York 
C) I enclose $7.50 for 1 year of THE Macazine oF WALL STREET 


including — 


1. The Magazine of Wall Street for 1 year. 
2. Confidential Inquiry Privileges free. 


3. Flexible and Strategic Investment Program for 1939. 


(J Check here if you want us to send Gift Card. 
Foreign Postage $1 a Year Additional. 
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A Subscriber’s 
Christmas Suggestion 
Last year I took your suggestion 
and gave The Magazine of Wall 
Street to several of my friends 
and associates. They have been so 
pleased with it that I am entering 
gift subscriptions for them again 
this year, and 8 others whose names 
and addresses I am enclosing. I 
can think of no better gift than 
The Magazine of Wall Street be- 
cause I know it will prove an in- 
valuable investment and business 
guide to all of my friends regard- 

less of their financial position. 
E. W. K., Chicago, IIl. 


3 Gifts 


1. The Magazine of Wall 
Street for 1 year ...... $7.50 


2. Confidential Inquiry 
re Free 


3. Our Important “Flexible 
and Strategic Investment Pro- 
gram for 1939 ......... Free 


For *7.50 


The Price of One 


See Investment Program 
described on reverse side 





of 6 
of § 
$1.0 
The 
com 
Sep! 
to 7 
a sh 
pari 
trial 
yeal 
far t 
55 ¢ 
at t! 
18, t 
able 
ties 
of tl 


=| 


PRICE RANGE 








out 
Fact 
outp 
men 
men 
mun 
phor 
serv, 
in cc 
ties 
1937 
com} 
Tl 
June 
(exc 
68 ¢ 
This 
corr 
most 
man 
cond 
ata 
to $ 
year 
not | 
marl 
next 
N 
ditio 
of th 


NOV 


The company’s present capitalization consists solely 
of 696,000 shares of capital stock, on which net income 
of $703,087 last year provided earnings equivalent to 
$1.01 a share. Profits in 1936 were equal to $1.16 a share. 
The current industrial recession has been reflected in the 
company’s showing this year and for the nine months to 
September 30, last, net profit of $494,794 was equivalent 
to 71 cents a share, contrasting with $542,604, or 78 cents 
a share in the corresponding months of 1937. By com- 
parison, however, with many another, and larger, indus- 
trial organization, the showing by Victor Chemical this 
year may be regarded as eminently satisfactory. Thus 
far this year the company has paid dividends aggregating 
55 cents a share, the most recent payment being made 
at the rate of 20 cents a share. At recent levels around 
18, the shares invite favorable consideration as a depend- 
able income producing medium, plus moderate possibili- 
ties for price appreciation in conformance with the trend 
of the market, as a whole. 








International Telephone & 


Telegraph 
INTERNATIONAL 
TEL. & TEL. 
Although rated the largest 


company in the foreign com- 
munications field, equally im- 
portant are International 
Telephone & Telegraph com- 
pany’s manufacturing activi- 
ties. In fact, last year the 
company made more money 
out of its manufacturing and 
sales subsidiaries than it did 
out of its telephone and radio-telephone subsidiaries. 
Factories are operated in fifteen different countries and 
output includes automatic telephone switching equip- 
ment, cables and wires of every description, radio equip- 
ment and apparatus and aircraft instruments. Com- 
munications activities consist of the operation of tele- 
phone, radio telephone, cable and telegraph 
services throughout the world. It should be noted 
in connection with the company’s manufacturing activi- 
ties that out of total sales of more than $82,000,000 in 
1937, less than $7,000,000 were to affiliated operating 
companies. 

The company’s latest report covers the six months to 
June 30th, last, and disclosed net income of $4,379,757 
(exclusive of losses from Spanish subsidiaries) equal to 
68 cents a share on 6,399,002 shares of common stock. 
This compares with $4,285,854 or 67 cents a share in the 
corresponding period a year ago. Gross revenues in the 
most recent period were up more than 8 per cent and 
manufacturing activity, despite the unsettled political 
conditions abroad, is understood to have been maintained 
at a fairly high level. For all of 1937 earnings were equal 
to $1.60 a share for the capital stock. The showing last 
year would doubtless have been more impressive had it 
not been for the unsettled conditions in foreign exchange 
markets. A maturity amounting to about $28,000,000 
next January will be satisfactorily met. 

Notwithstanding the company’s showing, under con- 
ditions which were far from favorable, the market action 
of the shares has consistently reflected concern over the 
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possible effect of the Spanish civil war and hostilities in 
China upon the company’s properties. Concern in this 
direction, however, from all available evidence, appears to 
be more apparent than real. While the company’s sub- 
stantial bank borrowings preclude the possibility of early 
dividends on the common shares, the prospect that I. T. 
& T. will continue to show progressive improvement in 
arnings lends a fair measure of speculative attraction 
to the stock, among low priced issues. 








Ex-Cell-O Corp. 








AY 
°o 


Reaping the benefits of a 
well conceived program of 
diversification, earnings of 
Ex-Cell-O Corp. this year 
have held up relatively well. 
For the nine months to Sep- 
tember 30, last, net profit of 
$301,698 was equal to 76 
cents a share, comparing with 
$480,205 or $1.24 a share in 
the same months a year ago. 
For the full year, there is a good chance that the com- 
pany may show better than $1 a share, which would 
compare with $1.69 a share last year. 

Primarily the company is engaged in the manufacture 
of small precision tools but this line has been enlarged in 
recent years by the inclusion of aircraft tools and engine 
parts, Diesel engine fuel pump parts, standardized car 
and locomotive pins and bushings, etc. More recently 
the company has developed a machine which forms. 
sterilizes, fills, seals and dates single service containers 
for milk and other dairy products. As a result of this 
broader diversification, last year the company was de- 
pendent upon the automobile industry for only 22 per 
cent of its total sales, which compared with 31 per cent 
in 1936. Foreign sales have become increasingly import- 
ant. 

Deriving an important portion of its business from 
such industries as aviation, Diesel engines, railroad equip- 
ment and automobile, all of which appear headed for a 
rising scale of activity in the months ahead, substantially 
improved earnings for Ex-Cello-O Corp. appear to be 
definitely foreshadowed. Granted that in advancing 
from a current low of 8 to above 21, the market has taken 
cognizance of the company’s improved prospects, the 
shares may still be conceded a well defined measure of 
attraction from a longer term standpoint. 
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Timken-Detroit Axle Co. 





TIMKEN-DETROIT 
AXLE 


Sales and profits of Tim- 
ken-Detroit Axle Co. are de- 
rived chiefly from two sources 
—truck axles and oil burners. 
Normally the former accounts 
for about 60% of the com- 
pany’s total volume of busi- 
ness. Not only does the com- 
pany supply most of the 

(Please turn to page 170) 
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Copper Selling Overdone 


When Pedro Aquirre Cedra won 
a surprise victory in the presiden- 
tial elections of Chile, the market 
reflected its traditional mistrust of 
“leftist” politicians by a substantial 
dip in Chilean stocks and_ bonds. 
Copper stocks gave up about half 
their gains since the termination of 
the war scare. Although approxi- 
mately two-thirds of Anaconda’s 
production comes from Chile and 
about one-third of Kennecott’s, it 
appears that the selling was over- 
done. Senor Aquirre Cedra, himself 
a wealthy man, does not necessarily 
embrace Mexico’s expropriation 
ideas. His post-election speech was 
moderate and promised co-operation 
with foreign-owned mines. His par- 
ty’s platform contained little to 


For Profit and Income 


snRNA 


alarm investors. The new President 
who is to take office in late Decem- 
ber deserves the term of liberal 
rather than leftist. The outlook for 
copper stocks remains bright. 


Packing Profits 


Meat prices in the first fifteen 
days of November are important in 
‘alculating the earnings of packing 
stocks. Their fiscal years end on 
October 29 and inventories are val- 
ued as of prevailing prices in the 
first half of November. Inasmuch 
as 1937 inventory valuations were 
about $270,000,000 and profits about 
$29,000,000 it can be seen that a 
fluctuation in prices can materially 
influence earnings. Results for 1938 
are not expected to be particularly 
good but the long-term outlook is 
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Charles Phelps Cushing Photo 


Johns-Manville million dollar factory now nearing completion in Virginia. 


Here 


Loblolly pine will be shredded into insulating board. 
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favorable. Meat prices closely re- 
flect the national pocketbook and 
general expectation is that bette 
times are ahead. On this basis the 
preferred issues of Wilson and 
Armour have some speculative at- 
traction. 


Rights 


With stronger security markets 
rights to subscribe are again being 
traded. American Bosch Corpora- 
tion offered 1144 shares for each 
share held and the rights climbed 
from 154 to 5%. They expired No- 
vember 15. Newport Industries 
rights to stockholders of record No- 
vember 9 permit the purchase at 
$10 a share of an aggregate of 103.- 
$70 shares in the ratio of one-fifth 
of a share for each share held. They 
expire November 23. The forthcom- 
ing Continental Oil rights are men- 
tioned elsewhere on_ this page. 
Broadly speaking, rights have a 
tendency to reach their highs early 
in their trading life and to taper off 
towards the expiration date. 


December Tax Selling 


The 1938 Revenue Act made 
some important changes in_ the 
treatment of capital gains and losses 
which may affect the customary 
year end tax-selling. If a loss is 
taken say on December 27 and 
there is no offsetting gain, no de- 
duction can be claimed in 1938, but 
the loss, provided there is other net 
income in 1938, can be deducted in 
1939 from any net profit realized in 
securities in 1939 if they have been 
held 18 months or less. Most of the 
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tax-selling usually comes 
in the last two weeks of 
December. 


Ticker Changes 


The new ticker symbols 
went into effect November 
14th and additions are ex- 
pected at intervals of two 
weeks. The changes are: 
Curtis Wright Corp.. from 
CWZ to CS; Dome Mines, 
Ltd., from D to DM; Radio 
Corporation of America, 
from RCA to RC; Repub- 
lic Steel Corp., from RBC 
to RS; Simms Petroleum 
Co.. from SV to SMP: 
United Aircraft Corp.. from 
UAR to UA; United States 
Rubber Co., from RU to R: 
Canadian Southern Rail- 
way, from CSA to CNS. 
The changes are a shorten- 
ing of the abbreviations of 
the more active stocks and 
are a step forward in keep- 
ing the tape abreast of the 
market. 


tenders. 
low bidder on the three battleships that 


Low Priced Portfolio 


no extra pay in compensation. 


flying. 


New York Shipbuilding Corp. will soon have 


United Air Lines is petitioning the govern- 
ment for an adjustment of air-mail rates. 
The line carries 33% of the air-mail in the 
United States and gets only 23% of the 
appropriation. Mail has been heavy enough 
recently to cause the company to turn 


away revenue passengers, though it gets 


The com- 


pany also plans a newspaper advertising 
campaign to convince the public that per- 
fect weather is not necessary for safe 


Developments in Companies Recently Discussed 


000 against a loss of $277,000 in the same 
period in 1937. 


International Nickel is said to be contemplat- 


ing withdrawal of the company's registra- 
tion with the SEC and delisting rather 
than make full disclosure of items such as 
officers’ salaries. Although Nickel is traded 
abroad, delisting here would seriously af- 
fect marketability and stockholders are ad- 
vised to protest to the company and the 
SEC. 


Pittsburgh Steel Co. announced that a con- 


Johns-Manville's new loblolly pine fabricating 
plant at Jarratt, Va., is expected to be com- 
pleted at the end of the year. The com- 
pany is spending more than a million dol- 
lars on this project and when completed 
the Jarratt plant will shred the native pine 
and manufacture it into insulating board. 


its working force increased by about 150% 
when work is begun on the new Navy 


While the company was not the 


the Navy expects to have keels laid for 


Those interested in a 
real low priced portfolio, 
giving fair diversity among 
heavy industries although 


this year, there is a good probability that 
it may obtain one of the contracts. Earn- 
ings for the September quarter were $244,- 


tract had been entered into with Penn- 
sylvania Industries, Inc., to buy 120,000 
shares of National Supply common in ex- 
change for common and prior preferred 
stock of Pittsburgh Steel. President Roener 
stated that it was the desire of Pittsburgh 
Steel to acquire for investment a small 
stock interest in one of its customers. 


Continental Oil Co. has filed a registration 


application with the SEC for $21,000,000 
ten-year convertible debentures and an in- 
determinate number of shares of $5 par 
capital stock for conversion. Rights to 
subscribe for $4.50 principal amount of 
debentures for each share held will be 
offered to stockholders of record Decem- 
ber 2, and will expire December 16. 





attended with considerable 
speculative risk, might con- 
sider the following which average 
around 15: Republic Steel, Bridge- 
port Brass, Baldwin, Twin Coach, 
Poor & Co., Keystone Steel & Wire, 
Blaw-Knox and Inspiration Copper. 


All Ears 


Holders of chain store stock will 
be disappointed to see that Colo- 
rado voters turned down the repeal 
of the chain-store tax. * * * It is 
sometimes safer to buy stocks of 
companies that have already gone 
through the wringer under the theory 
that savings have been effected and 
top-heaviness eliminated. Three ex- 
amples which have individual prom- 
ise are: International Paper & Power, 
Colorado Fuel & Iron, and Baldwin 
Locomotive. * * * American Export 
Lines marketed 88,000 shares of 
common at $10.50 a share. $150,000 
of the proceeds go towards the pur- 
chase of a plane from Consolidated 
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Aircraft and $200,000 is ear-marked 
for defraying the cost of survey 
flights to Europe. The company 
also plans to purchase ten 1614 knot 
freight vessels with the aid of gov- 
ernment financing. * * * The busi- 
ness of the truck manufacturing 
companies is improving. * * * The 
45c versus 62.5¢ wage differential in 
steel will give further impetus to the 
industry to expand in the South. 
The higher Northern rate also cuts 
down the competitive advantage of 
Bethlehem over U. S. Steel. * * * 
The Gallup poll was the only accur- 
ate forecast of Governor Lehman’s 
slim victory in New York State. 
After Roosevelt’s speech in favor of 
Lehman the Gallup field representa- 
tives reported a sudden sharp swing 
to Dewey. * * * One of the strong- 
est stocks since election has been Re- 
public Steel, the “horrible example” 
among steel companies in the eyes of 
the CIO. * * * The type of leader- 


ship in the Monday pre-election 
rally was the best in some time. 
High-grade pivotals were in the van 
as shown by the rise in the average 
price of the fifteen most active stocks 
to the respectable figure of 35. * * * 
News and rumors played an import- 
ant part in causing leaping advances 
in several issues recently while the 
rest of the market was dull, e.g., 
General Tire surged forward on the 
prospect of sizable gas mask busi- 
ness, Safeway Stores rose in antici- 
pation of repeal of chain store legis- 
lation. Crown Cork and _ Seal 
jumped as a result of beer can or- 
ders, dragging Armstrong Cork in its 
train. The aircrafts, Douglas, Lock- 
heed and others have the soundest 
basis for broad advance in anticipa- 
tion of big rearmament business. 

The cut in tin plate of $7 a ton 
shouldn’t deter steel stock advances 
for it brings tin plate in conformity 
with sheet and rail prices. 
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The Investment Clinie 


Convertible Bonds—Speculative Preferreds with Back Dividends 


Conducted by J. S. WILLIAMS 


a doubtless, by the substantial market gains 
scored recently by various convertible bonds, we 
have received a number of inquiries from readers con- 
cerning this class of securities. The following from a 
subscriber in Philadelphia gives the gist of most of these 
letters: 

“My circumstances are such that I am not in a posi- 
tion to put my money into speculative or non-dividend 
paying common stocks. Yet I realize that many of these 
issues, if we have any worthwhile business recovery next 
year, are likely to show considerable appreciation in 
value. It has occurred to me that by buying one or two 
good convertible bonds, I would have the benefit of all 
the safeguards accorded a bondholder plus the possibil- 
ity of a good profit through enhancement in the value 
of the conversion feature. If you agree with me, I would 
appreciate it if you would recommend several convertible 
issues which would be suitable for my purposes.” 


Points to Remember 


Under the conditions imposed upon this subscriber, 
convertible bonds unquestionably have much to recom- 
mend them. However, there are several points in con- 
nection with convertible bonds which the investor should 
have well fixed in his mind. In a period of business un- 
certainty and declining common stock values, the aver- 
age convertible bond sells on “its own.” Market prices 
then represent an appraisal of the issue strictly on its 
relative merits as a bond, “ex” its convertible feature. 
To that extent the convertible bond does safeguard the 
holder against the more severe depreciation in his capital 
which might have occurred had he been holding instead 
the actual common stock into which the bond was con- 
vertible. For example, Allis-Chalmers Convertible 4’s 
1952 at the current low of 96 showed a decline from their 
high of only 15 per cent. On the other hand, the com- 
pany’s stock at its current low of 3414 showed a decline 
of about 38 per cent from its high of 5534. 

The best time to invest in convertible bonds is when 
the convertible privilege is not the predominant factor 
in determining their market price. Once the value of 
this privilege is substantially reflected in the price of the 
bond, it is questionable whether the investor is justified 
in paying a sizable premium for the convertible option. 
In effect, the size of the premium reflects the extent of 


the speculative risk. During 1936 and early 1937 when 
common stock prices staged a protracted rise, many con- 
vertible issues soared in value to such heights that their 
current income yield was reduced to negligible propor- 
tions and holders of such issues, for all practical pur- 
poses, were assuming the same risks as the common 
stockholder. 

The rise in common stock prices over the past several 
months has already had its counterpart in convertible 
bond values. Convertible bonds in a rising stock market 
rarely sell on a par with their convertible privilege, 
but at an additional premium anticipating that 
their convertible option will become increasingly val- 
uable. 

However, for the investor to whom these qualifications 
are acceptable, present prospects would seem to em- 
phasize the advantages of convertible bonds, and there 
is no strong objection to selected convertible issues for 
the purpose of affording a greater measure of participa- 
tion in the rising tide of business recovery than would 
be possible through the more conventional investment 
mediums. 


Allis-Chalmers Conv. 4% 1952 


Reference has already been made to the Allis-Chalmers 
Convertible debenture 4’s 1952, and this issue might 
well be included in a choice of attractive convertible 
bonds at this time. Aside from their convertible feature. 
these debentures in their own right would be entitled to 
a fairly good investment rating. Outstanding in the 
amount of $25,300,000, they comprise the company’s 
entire funded debt. Based on recent quotations for the 
company’s 1,776,092 shares common stock, around 52. 
the junior equity for the debentures is valued in excess 
of $93,000,000. The convertible privilege permits holders 
to convert into stock of the company at $75 a share until 
September 1, 1939. After the latter date the conversion 
price rises to $80. This privilege is without value at the 
present time, but the company’s prospects are such at 
this time that the promise of important enhancement in 
the value of the convertible option appears to be well 
founded. (For more detailed analysis of Allis-Chalmers 
see page 146). Recently quoted around 112, the deben- 
tures afford a current yield of about 3.5 per cent. Their 
call price is 10614. 
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Phelps Dodge Conv. 312% 1952 


Phelps Dodge 31% per cent debentures due 1952 are 
convertible into the company’s stock at $50 a share, 
which price continues unchanged throughout the life 
of the debentures. Phelps Dodge is one of the leading 
domestic copper producers, in which field the company’s 
record has been conspicuous for its resistance to the 
adverse conditions which have risen frequently in the 
past, resulting in widely fluctuating earnings throughout 
the entire copper industry. Since 1932, the only year in 
which the company reported an operating loss, earnings 
have pursued a steady upward trend, culminating last 
year, when net income of $12,740,773, after depreciation, 
interest, etc., but before depletion, was equal to $2.51 a 
share for the company’s 5,062,644 shares of capital stock. 
Earnings in 1936 were equal to $2.25 a share. In the 
first half of the current year, net of $3,830,588 was equal 
to 75 cents a share on 5,071,240 shares. Earnings in the 
last half, reflecting increased demand and higher copper 
prices, are likely to be appreciably better. In all of these 
periods, interest on the $20,285,000 debentures was 
earned by a substantial margin. Company’s financial 
position is excellent. At the end of last year current 
assets, including cash items of $22,596,017, totaled $50,- 
441,440, while current liabilities were less than $11,000,- 
000. Recent quotation for the debentures around 113 
compare with the current range of 116 and 9914, while 
the stock has had a range of 451 and 175% and, at 45, is 
selling close to its 1938 high; it is also sufficiently near 
the convertible price to suggest that the time when that 
feature will become valuable is not far off. The deben- 
tures are obtainable to give a current yield of about 3 
per cent. Call price 105. 


Youngstown Conv. 4% 1948 


The Youngstown Sheet & Tube $30,000,000 4 per cent 
debentures due 1948, issued only last September, are not 
a “seasoned” issue, a fact, however, which need not 
necessarily detract from their possibilities among choice 
convertible obligations. 

Being an unsecured obligation of a company identified 
with an industry to which the term “prince and pauper” 
has been so aptly ascribed, the debentures of Youngs- 
town Sheet & Tube must be given a medium grade rat- 
ing. Total funded debt, however, which 


provements. The debentures are convertible into the 
company’s common stock at $62.50 a share until Sep- 
tember 2, 1942. Last year, net income, after all charges 
and preferred dividends, was equal to $6.79 a share for 
the 1,675,008 shares of common stock, comparing with 
$7.03 a share on 1,384,752 shares of common in 1936. 
The company’s capital structure is such that a strong 
factor of leverage is imparted to the common stock, re- 
sulting in rapidly rising earnings on a per-share basis 
when operations are favored by reasonably normal con- 
ditions. Just the opposite is, of course, true when under 
adverse conditions the substantial fixed charges and pre- 
ferred dividend requirements take a_ proportionately 
larger share of income. In the present circumstances, 
leverage is a speculative asset and, by the same token, 
can probably be counted on to impart a corresponding 
measure of attraction to the convertible feature. In 
1937 the company’s common stock sold as high as 101%, 
which compares with the current high of 51%, and a low 
of 24. Recently the shares have been quoted around 50, 
while the convertible debentures are quoted at 103, to 
yield about 3.9 per cent. This issue combines a fairly 
good yield with rather interesting possibilities of price 
appreciation, through their convertible feature. 


Preferreds with Back Dividends 


It will be recalled that during the period of rising 
security prices from 1933 to 1937, some of the most 
spectacular gains were scored by preferred stocks—pre- 
ferred stocks which for the most part paid no dividends, 
had accumulated a fairly sizable amount of arrears, and 
to that extent were frankly speculative. With the more 
active business conditions which prevailed during the 
later part of this period many of these issues resumed 
dividends and made arrangements for the liquidation of 
arrears. With the business outlook again assuming a 
more promising aspect, it might well prove both timely 
and profitable to employ a portion of one’s speculative 
funds in this group of issues. The choice among non- 
dividend preferred stocks carrying accumulated divi- 
dends is still fairly large, and at prices which, although 
substantially higher than their current lows, would still 
provide foresighted investors with a worthwhile per- 
centage gain. 

Preferred stocks of this cali- (Please turn to page 172) 





is made up of the issue in question and 
$58,065,000 of first mortage 4’s would 
not appear unduly large in relation to 
the depreciated value of the company’s 
properties, carried in the latest balance 


Speculative Preferred Stocks 


For Income 


sheet at $135,000,000. Youngstown _ 1938 
Sheet & Tube is the fifth largest steel ss —_ “a ae 
unit and one of the foremost of the so- American Locomotive 7° oni on en i 
called independent group. Since 1933, Armour of Illinois $6 Prior “a “0 72 281/, 
the company has expended about $45,- Associated Dry Goods 2nd 7%... 31.50 63 13% 56 
000,000 in enlarging and modernizng its — Continental Baking 8%. 11.50 97 1031 65% 
plant facilties, with particular emphasis _ Foster Wheeler 7%....... 42.00 90 90 50 
on increasing its ouput of lighter steel Jones & Laughlin Steel 7” 33.50 66 78 49% 
products. Of the proceeds derived from _ Intemational Paper & Power 5% 6.25 49 51% 18% 
the sale of the convertible debentures, Senet! Cable 7%... = “ o 35 
Republic Steel 6% 16.50 63 73 38 


the company plans to spend $17,500,000 





for additional plant capacity and im- 
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The Personal Service Department of THe Magazine or Watt Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Gimbel Bros., Inc. 


I hold 500 shares of Gimbel’s common 
which cost me 2534. Do your analysts recom- 
mend retention of this stock for appreciation 
in anticipation of peak holiday business in 
the fourth quarter and increased earnings in 
1989 as a result of the New York World’s 
Fair?—D. O., Cleveland, Ohio. 

Deficit operations for Gimbel 
Bros., Inc. persist. It is expected 
that some betterment will take place 
during the last half of the fiscal 
term due to seasonal influences and 
recent increases in consumer pur- 
chasing power. However, the de- 
ficit of $1.35 incurred on the com- 
mon for the six months ended July 
31, 1938, also probably foreshadows 
a deficit for the full fiscal year. In 
order to increase profit margins, the 
company has effected important 
economies. Nevertheless, rigidly 
high costs tend to offset the im- 
proved outlook and better inven- 
tory position and until the business 
improvement has reached larger 
proportions, unsatisfactory opera- 
tions undoubtedly will continue. On 
the other hand, the longer term out- 
look is enhanced by the coming New 
York World’s Fair. Of course, this 
will not be reflected in profits until 
the next fiscal term. Gimbel’s larg- 
est competitor in the metropolitan 
area is R. H. Macy & Co., and thus 
far the latter company appears to 
have gained and held a definite ad- 
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vantage. The Saks-34th Street unit 
does not compete directly with Macy 
as their clientele is composed of peo- 
ple who are more interested in 
higher priced products. On the other 
hand, Gimbel has recently modern- 
ized its New York store and has in- 
troduced a more aggressive mer- 
chandising policy. If these two 
developments are as satisfactory as 
now anticipated Gimbel’s competi- 
tive situation should improve. While 
the shares at present prices are ad- 
mittedly speculative, they do present 
a fair longer term attraction because 
of the promise of improved sales 
and earnings over the next year. 





Lee Rubber & Tire Co. 


I have been gratified with the dividend 
payments of $2.50 received this year on my 
100 shares of Lee Rubber and Tire which cost 
me 26%. With such a display of earning 
power, I believe this stock will appreciate 
substantially over coming months. Will you 
please give me your opinion?R—D. T., Los 
Angeles, California. 


By virtue of the fact that Lee 
Rubber & Tire’s fiscal year ended 


Qnauiri 


October 31, last, it was deemed ad- 
visable to pay out a substantial part 
of the year’s earnings in dividends 
in order to avoid the undistributed 
profits tax. Thus, while the last re- 
port is for the six months ended 
April 30, 1938, and showed a profit 
of only $1.23 a share, it is believed 
that full fiscal year profits were at 
least $2.50 a capital share. ‘This 
would compare favorably with the 
$2.32 recorded for the fiscal year of 
1937. Moreover, the longer term 
outlook for the concern continues 
promising. Crude rubber prices 
have recently strengthened, thus 
making inventory write-downs un- 
necessary. The inventory condition 
at the close of the last fiscal year 
was such that profits were scaled 
down considerably by substantial 
write-offs. The company has a 
fairly sizable production of mechan- 
ical rubber goods. Sales in this de- 
partment have recently been unsat- 
isfactory but with increases in con- 
sumer purchasing power currently 
being felt, it is not illogical to as- 
sume that a better margin of profits 
can be realized from this source. In 
the meantime, an increasingly larger 
demand for replacement tires will 
offset the poor conditions in the me- 
chanical rubber goods division. As 
about 60% of total dollar sales is 
accounted for by automobile tires, 
the company is in a good position 
to capitalize on a good 1939 automo- 
bile year. Capitalization of the con- 
cern is extremely simple, there being 
only 255,565 shares of capital stock 
outstanding. Furthermore, a strong 
financial position is enjoyed. While 
the stock has had a good rise in the 
market most recently, we still be- 
lieve that it presents an attractive 
medium for both appreciation and 
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income purposes. ‘Therefore, re- 
tention of your commitment is 
deemed advisable. 





Truax Traer Coal Co. 


Do your security analysts advise me to re- 
tain 200 shares of Truax Traer which I 
bought at 10%? With a reduction of oper- 
ating expenses and an improving demand for 
industrial coal, would you say that a return 
of this stock to my purchase price is lilely?— 
T. L., Salt Lake City, Utah. 


Truax Traer Coal reported a net 
loss of $163,412 for the quarter 
ended July 31, 1938. This was more 
than double the deficit of the like 
quarter of 1937 and was caused by 
lower prices and unsatisfactory de- 
mand for industrial coal. Second 
quarter profits are expected to be in 
the “black” however, due to the 
current betterment in general busi- 
ness and the better profit margins 
as a result of extreme economies in 
operations. The company recently 
opened a new mine in Raleigh 
County, West Va., on properties 
leased from the C & O, and expects 
to be able to produce coal from it 
on a well below-average cost basis. 
Improvement on other properties of 
the concern will also tend to widen 
the margin of profit. Proceeds of 
the recent stock flotation were 
utilized to enlarge working capital. 
Now that the property needs are 
well taken care of, prospects for 
common dividends are a trifle more 
promising. As soon as operations 
result in satisfactory earnings, com- 
mon dividends will probably be re- 
sumed. As a low priced speculation 
in the industry, the common shares 
at present prices seem rather at- 
tractive. Retention of your full 
commitment, however, rests upon its 
proportionate representation in your 
portfolio. 





Mack Trucks, Inc. 


Would you counsel retention of Mack 
Trucks, now that reports point to a vigorous 
upturn in incoming orders for heavy duty 
units as well as new light trucks? Your im- 
partial advice would be greatly appreciated 
by a new subscriber who holds 200 shares at 
53144.—F. T., Syracuse, N. Y. 


A broad recovery in heavy indus- 
try and construction activity would 
materially aid operations of Mack 
Trucks. The company is primarily 
a manufacturer of heavy duty 
trucks and buses, although its line 
does include lighter types of deliv- 
ery and utility trucks. Neverthe- 
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less, except for the increase in vol- 
ume and manufacturing efficiency 
created by the introduction of this 
line, no material benefit has been 
derived. The company still de- 
pends upon large-scale demand for 
heavy trucking units. There is at 
this time a large potential demand 
for heavy trucks, the more impor- 
tant being from large municipalities, 
Iccal and long distance freight 
truckage, as well as operators of 
cross-country, interurban and urban 
bus services. There are also two im- 
portant fields which should afford a 
large part of the outlets for the com- 
pany, namely, public works and 
construction. The latest reports 
show that the company has been 
enjoying substantial increases in 
volume orders although a deficit of 
$1.26 a share was reported for the 
initial 9 months of 1938. The 
better volume expected during the 
last quarter will undoubtedly cut 
this deficit substantially and allow 
a more favorable showing for the 
full 1938 year. Resumption of divi- 
dends, however, is highly proble- 
matical. In any event, the longer 
term outlook is such that retention 
of your commitments for expected 
higher levels is advisable. 





Bayuk Cigars, Inc. 

Do you advise me to hold 100 shares of 
Bayuk Cigars, which I bought at 20%? Hav- 
ing already shown 100% appreciation from 
its low of the year, attributed to earnings 
ahead of 1937, I am wondering whether this 
stock will continue to move to higher levels — 
A. C., Milwaukee, Wise. 


The strongest appeal of the Bayuk 
Cigars common equity lies not in the 
possible appreciation but rather in 
the investment qualification which 
it holds. Over a long period of years, 
this issue has presented its holders 
with a high rate of yield. Moreover, 
the longer term outlook of the con- 
cern Mdicates that the company will 
have no trouble in maintaining its 
liberal dividend policy. During 
1938, sales of “Phillies,” the com- 
pany’s low priced cigar, made a new 
high record. As a result, profits for 
the nine months ended September 
30, 1938, amounted to $2.08 per 
common share against only $1.55 per 
share in the like interval a year 
earlier. When it is considered that 
this improvement took place in the 
face of a sharp dip in industry cigar 
sales, the performance is even more 
remarkable. The medium term out- 


look is further enhanced by the re- 
cent uptrend in industrial activity. 
This will undoubtedly lead to better 
consumer purchasing power and as 
a consequence, to larger volume 
sales for Bayuk. Future profit mar- 
gins will also benefit from economies 
which the company effected during 
the year as a safeguard against lower 
volume sales. Given any sustained 
business improvement, therefore, 
earnings could continue to record the 
large gains noted during 1938. On 
an income basis, therefore, we 
strongly advise full retention of your 
holdings. 





International Agricultural Corp. 


Being interested in low priced stocks, 1 
brought 350 shares of International Agricul- 
tural at 7% early last year.. Do you think 
the company’s improved earnings outlook and 
the fact that it paid a $2 dividend this year 
on its preferred stock, are indicators of an 
upturn in the price of the common stock?— 
L. F., Sacramento, California. 


Over the near term, there is noth- 
ing which would point to an uptrend 
in the market price for the common 
shares of International Agricultura] 
Corp. The company is now entering 
the dullest part of its year and oper- 
ations will undoubtedly continue in 
the red. The active selling sea- 
son of this company, of course, oc- 
curs in the spring months. How- 
ever, the indicated drop in farm in- 
come and reduced plantings sched- 
uled for 1939 do not augur very well 
for large volume sales. It is much 
too early to attempt to estimate this 
year’s fiscal earnings but no sub- 
stantial uptrend from the 1938 fiscal 
year is anticipated. Earnings for 
the twelve months ended June 30, 
1938, amounted to $701,328 (includ- 
ing $443,686 of extraordinary in- 
come from sale of certain capital 
assets) and equalled .003 cents per 
share on the common issue, but be- 
fore the extraordinary income a de- 
ficit of $1.01 per share was regis- 
tered. The dividend paid on the 
preferred issue came as a surprise 
and should not be considered as a 
permanent policy. It is indeed hard 
to place an estimate on the future 
earnings of this concern. This is due 
to the wide fluctuation in demand 
and the highly competitive price 
situation in the industry. Poor 
demand, coupled with the narrow 
profit margins present in the phos- 
phate rock division point to contin- 
ued unsatisfactory profits. The 
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large arrears outstanding on the pre- 
ferred issue ($70.25 as of September 
1, 1938), quite definitely removes 
the common issue from any possible 
dividend participation. Frankly, we 
are inclined to look upon these 
shares as a_ highly speculative 
medium and without particular ap- 
peal at this time. The chief induce- 
ment to hold would be the possibility 
that a further rise in the market as 
a whole might provide a more ad- 
vantageous level to reduce your com- 
mitment. 


International Business Machines 
Corp. 


We are considering International Business 
Machines as a conservative investment for 
our surplus funds. Uninterrupted dividends 
are essential; but we also desire price appre- 
ciation. Do you believe this stock is on its 
way back to its 1936 high of 194? Does its 
outlook justify the current price-earnings 
ratio?—R. B., Seattle, Washington. 


Volume sales of International 
Business Machines Corp. during 1938 
have held up remarkably well. For 
the nine months ended September 
30, 1938, a profit of $7.43 per com- 
mon share was recorded. This is an 
improvement over the $7.28 per 
share sustained during the initial 
nine months of 1937. The recent 
uptrend in business will probably 
lead to even more favorable com- 
parisons for the fourth quarter be- 
cause it will tend to reduce cancella- 
tions of leased equipment and _pos- 
sibly stimulate new installations. 
Another important division of the 
company’s business which is showing 
improvement is the sale of tabulating 
cards. Demand from Government 
agencies and industrial concerns is 
increasing for these products. Intro- 
duction of new machines of all types 
will also materially aid future profits. 
A good foreign demand which has 
been an important factor in the earn- 
ings picture is enjoyed by Interna- 
tional Business Machines. We are 
inclined to believe that foreign users 
of the company’s products will con- 
tinue to be an important factor in 
the future. During 1937, the com- 
pany reported a profit of $10.42 a 
share which represented a new high 
record. It is anticipated that 1938 
earnings will even surpass this figure 
thus placing profits at an all time 
high level. It is only logical, there- 
fore, to assume that the $6 dividend 
rate will be maintained on the com- 
mon issue well into the future. More- 
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over, the shares, at present prices, 
offer you excellent chances for price 
appreciation. Under the above cir- 
cumstances, the stock of I. B. M. 
should be a worth while addition to 
any longer term portfolio. 


Air Reduction Co., Inc. 


Convinced that business activity will con- 
tinue, I have about decided to leave undis- 
turbed a 75-share investment in Air Reduc- 
tion, for which I paid 82% in 1936. Do you 
believe that this stock, now at 63, has dis- 
counted its prospects only in a very small 
measure?—E, Y., Detroit, Michigan. 


The shares of Air Reduction, sell- 
ing in the 60s, appear anything but 
cheap on the times-earnings ratios 
prevalent today. For the nine 
months ended September 30, 1938, 
profits of only $1.03 per share were 
recorded as against earnings of $2.42 
a capital share for the like interval 
of 1937. However, the high price at 
which the stock sells indicates the 
high esteem in which the company 
is held. This prestige has been ac- 
quired by the company’s remarkable 
record since its inception in 1916. 
Never has a deficit been incurred 
nor has the company failed to de- 
clare a dividend. So far this year, 
dividend disbursements on the capi- 
tal issue amount to $1.50. This will 
probably be the total of dividends 
for 1938. By virtue of the fact that 
the company’s products are directed 
at the heavy industries, sales vol- 
ume is quick to follow industrial 
activity. When business is at such 
a low ebb as has been characteristic 
of 1938, therefore, Air Reduction 
profits suffer accordingly. On the 
other hand, when improvement takes 
place in general business, Air Reduc- 
tion is one of the first companies to 
begin to reflect the better conditions. 
Thus, with steel operations on a ris- 
ing trend, and consumer purchasing 
power improving, it is only logical to 
look for fourth quarter profits for Air 
Reduction well ahead of any quar- 
ter so far in 1938. The company, as 
you know, derives about 75% of its 
revenues from the manufacture of 
oxygen and acetylene gases and the 
equipment providing the means for 
using these elements for cutting and 
welding of steel and other metals. 
The concern is simply capitalized, 
there being outstanding only 2,563,- 
992 shares of no par capital stock. 
The future earnings outlook for Air 
Reduction is bright. A strict con- 
trol over costs is possible, raw ma- 


terial costs little, and no labor prob- 
lems are prevalent. Under the cir- 
cumstances, while we are of the 
opinion that the shares are gener- 
ously priced, we believe that they 
have better-than-average —_ longer 
term possibilities and consequently 
advise full retention of your com- 
mitment. 


American Cyanamid 


Since I am impressed with the sharp up- 
turn in American Cyanamid’s third quarter 
sales, I am about to purchase 200 “B” shares 
for appreciation and income. Do you regard 
this stock a first class buy for my purpose? 
Is it a well rounded chemical company?—P. 
W., New York, N. Y. 


Zarnings of American Cyanamid 
Co. were quick to reflect the general 
uptrend in business. In particular, 
the betterment which took place in 
the rayon, textile and paper indus- 
tries materially benefited the con- 
cern during the third quarter. 
Earnings of 34 cents for the quarter 
ended September 30, 1938, were the 
largest of any quarter of the current 
year. For the nine months ended 
September 30, 1938, a profit of 53 
cents a share was recorded against 
$1.68 a share a year earlier. As a 
result of continued expansion and 
absorption of a number of chemical 
companies over the past decade, 
American Cyanamid now stands as 
a well diversified chemical pro- 
ducer. The company’s products 
reach many different lines of indus- 
try, as well as the mining and agri- 
cultural fields. This factor has 
doubtless aided the company to 
compile an earnings record which 
has been unmarred by deficits. Fer- 
tilizer sales now constitute only ap- 
proximately 10% of total volume. 
Now that it is pretty definite that 
the business improvement will con- 
tinue, the outlook for American 
Cyanamid has become more hope- 
ful. In our estimation, there is no 
question that the 15 cent quarterly 
dividend rate will be maintained for 
some time to come. The company’s 
capitalization is simple, there being 
only 2,520,368 shares of common 
stock, split up into class A and class 
B shares. Preceding these are 170,- 
453 shares of 5% cumulative pre- 
ferred $10 par stock and slightly 
better than $13,000,000 in funded 
debt. It can be seen, therefore, 
that the common shares enjoy an 
important leverage factor. We are 
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Business and 


Industry 





Latest 
Month 


Last 
Year 


Previous 
M.onth 


PRESENT POSITION AND OUTLOOK 











INDUSTRIAL PRODUCTION (b) 
World 


94.7 

95 
102.5 
110.3 

91.1 
129.7 


92.8 110.9 
90 102 
94.1 108.2 
109.2 121.0 
93.4 102.6 
127.6 120.5 





77.6 


78.3 85.4 





Fuel and Light 
Sundries 
Purchasing value of dollar 


85.9 
80.4 
86.6 
433 
85.0 
96.8 
116.4 


85.9 
80.1 
86.6 
73.4 
84.4 
96.9 
116.4 


89.4 
87.6 
88.6 
78.5 
85.0 
97.9 
111.5 





NATIONAL INCOME (cm)/.... 


$5,474 


$6,011 





CASH FARM INCOME}{ 
Farm Marketing 
Including Gov't Payments 
Total, First 9 Months 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio: Prices Received to Prices 


Paid (ee) 


$737 
764 
5,377 
95 
121 


719 


$816 
821 
6,170 
112 
128 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 


Sept. 
Sept. 





FACTORY PAYROLLS (f) 
(not adjusted) 


RETAIL TRADE 
Department Store Sales (Ff) 
Chain Store Sales (3) 

: MVariety Store Sales (9) 
' Rural Retail Sales (j) 
Retail Prices (s) as of 





Sept. 


Oct. 83 

Oct. 107.5 
Oct. 113.2 
Sept. 129.4 
Sept. 89.0 


86 93 
109.4 114.0 
115.0 121.0 
114.2 131.7 

89.0 96.6 





FOREIGN TRADE 
Merchandise Exports 
Cumulative year's total t 
Merchandise Imports t 
: Cumulative year's totalf........ 


$246.4 
2,295.2 
167.7 
1,435.0 


Sept. 
Sept. 
Sept. 
Sept. 


$296.6 
2,378.4 
233.1 
2,427.4 


$230.6 


- a 
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recession of only 7.4%. According to the 
National City Bank, net profits of 290 manufac- 
turing and trading corporations during the third 
quarter came to $107,000,000—a 2% gain over 
the second quarter; but 65% under the third 
quarter of 1937, compared with a nine months’ 
decrease of 68%. 


* s > 


The Department of Labor estimates that about 
640,000 workers have been re-employed in non- 
agricultural pursuits during the three months 
ended September 15. Factory employment 
on that date was 6% greater than on June 15, the 
depression low, while factory payrolls were up 
14%. In marked contrast with the 1929-33 
debacle, factory hourly wages have remained 
practically stationary during the past year; so that 
the 6% decline in weekly wages below last year 
at this time has been caused by hour shortening. 
Factory weekly real wages are off only 1% from 
last year, owing to a 4% dip in living costs. 


i * * . 


The margin of decline in prices below last 
year is narrowing steadily, owing mainly to com- 
parisons with a sharply deflationary trend during 
the autumn of 1937. Thus raw material prices 
are now off only 3%, on an average; though 
wholesale prices and retail prices are still 
down 7.5%. Prices received by farmers 
during October averaged the same as for Sep- 
tember, and showed a 15% decline from last 
year; but the buying power of farm products 
(ratio: prices received to prices paid) was 
down only 10% on the year, compared with a 
14% decline for September. Department store 
sales are beginning to reflect expanding pay- 
rolls and improving business sentiment, with a 
dollar volume during the week ended October 
29 only 5% below last year, against a four 
weeks’ decline of 10%. Foreign trade for 
September and. nine months was 22% below the 
like periods of 1937; yet for nine months the U. S. 
had excess exports of $860,000,000, against 

cess imports of $49,000,000 last year. 








RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 
Taxes* 
Net Rwy. Operating Income*... 
Operating Ratio % 
Rate of Return % 


1st 9 ms. $2,571,034 
1ist9ms. 2,015,859 
1st9 me. 255,626 
1st 9 ms. 205,074 
1st 9 ms. 78.3 
1st 9 ms. 1.10 


$3,174,642 
2,356,058 
249,224 
470,830 
74.9 

2.54 





BUILDING Contract Awards (k) 
Total t 
Residential t 
Public: Works and Utilityt. ..... 
Non-Residential t 
Publicly Financed t 
Privately Financedt 


$357.7 
112.7 
114.0 
131.0 
203.4 
154.3 


$202.1 
65.5 
61.6 
75.0 
77.8 
124.2 





Building Permits (c) 
214 Citiest 
New York Cityt 
pS 62 6 pW, HERG aa rea ei 


$77.8 
24.0 
101.8 


$72.3 
14.5 
86.8 





Engineering Contracts (En) + 


$235.9 


$187.0 





CONSTRUCTION COST INDEX 
(En) 1913—100 








234.40 


241.40 





* + * 


Carloadings, though past the autumn peak, 
are declining at a somewhat less than normal 
seasonal rate and are now only 7% below last 
year. Railroad n. o. i. for September came 
to about $53,000,000—only 12% below last 
year, and the best for any month since October, 
1937. Income for each month of the current 
quarter should be ahead of the like month in 
1937, despite the circumstance that basic wages 
of the operating unions were raised on Oct. 1, 
1937 and are not to be reduced. 


* * o 


Building permits granted during September 
were 21% above last year, compared with a 1.5% 
sag for nine months; with residential permits 
staging a 55% increase, against a nine months’ 
gain of only 8%. Engineering construction 
contracts let during October were 16% ahead 
of last year, compared with a ten months’ rise of 
only 7.8%. 
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PRESENT POSITION AND OUTLOOK 
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Date Month Month Year 
_ | STEEL . a 
Ingot Production in tons*....... Oct. 3,118 2,658 3,393 Autimesiiie meniiactcen te 
Phat ’ ’ ‘ port an ex- 
a Iron Mera ey al pig . = 2,054 1,680 2,893 | panding backlog of unfilled orders, despite the 
ene ot oe ae es ct. 663 578 192 rise in weekly assemblies to above last year's 
' level, and it is now expected that the year's pro- 
re ee | duction peak will not be reached until mid- 
4 orssin Sept 83,534 90,484 171,913 | reaaee — — bee gona pei 
TENN ’ ‘ ’ 1 above last year. e opes to ne- 
Pte dg Months. Sept. 1,425,479... 3,692,809 | gotiate uniform wage and hour schedules in 2,000 
| auto parts plants. 
Passenger Cars, U.S.(p) ......| Sept. 93,269 127,955 235,683 | “> Par Pan it 
P  Tocks, U.S. (p)........-......] Sept 96,570 34,231 54,711 
| PAPER (Newsprint) | _ A definite upturn in railway equipment 
Production, U. S. & Canada* (tons).| Oct. 397.7 300.3 song. | CONS ERS bee poner * nee 
Shipments, U. S. & Canada* (tons).; Oct 327.3 304.7 194.9. .| Roe Se ke oe Oe er roan ee 
| Mill Stocks U. S. & Canada * (tons) Oct. °1 49 91 45 21 45 | expansion in rail traffic, is indicated by the rather 
aaa : ‘ . : “| gratifying volume of orders placed during Oc- 
P | tober, which included 29 lecomotives, com: 
a ck. ” Sept 4,997 4,217 8,349 | pared with 5 in September and none in October, 
Withdrawn, Gale. ©: ; Bree vee a 5 837 4296 6.343 1937; and 2,435 freight cars, against 1,079 in 
Stocks, Gals.* as of............. Sept. 30 468,480 469,451 450,962 | September and 1,937 for October, 1937. 






Reflecting the improvement in industrial ac- 
tivity, soft coal production in October wai 
about 12% ahead of September, and only 14% 
below the like period of last year against a ten 
months’ decline of around 25%. Excessive re- 
serves accumulated by industrial consumers prior 
to the depression have been liquidated, and 
stocks above ground on Oct. 1 were 18% below 








Machine Tool Orders (n)......... Sept. 117.4 120.9 210.7 
Railway Equipment Orders (Ry) 
EEE OL eT Oct. 29 5 None 
ES eee rere ey Oct. 2,435 1,079 21 
Passenger Cars................ Oct None 11 None 
Cigarette Productiont............ Sept. 14,711 15,892 14,854 
Bituminous Coal Production * (tons).| Oct. 34,900 32,276 40,833 
Boot and Shoe Production Prs.*...| Sept. 37,862 42,003 34,032 
Portland Cement Shipments*...... Sept. 11,716 11,823 12,773 
last year. 
COMMERCIAL FAILURES (c). / Oct. 997 866 815 
WEEKLY INDICATORS 
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Fourth 


It is 


Latest Previous Year 
, Date Week Week has PRESENT POSITION AND OUTLOOK 
ELECTRIC POWER OUTPUT ei ; 
ME Be, ca tctusk ws | Nov. 5 2,907 2,226 2,202 Electric power output is expanding at « 
| somewhat better than normal seasonal rate and 
TRANSPORTATION has just risen above the 1937 level. 
Carloadings, total................ Nov. 5 673,333 708,840 728,765 quarter earnings of the utility industry should be 
(EER OE SE ie eee age Nov. 5 39,467 46,906 43,428 | ahead of the like period a year ago, against a 
OM ayn ace A Nov. 5 128,413 136,408 136,408 | 2% decrease reported for the third quarter. 
Forest Product. 2.2... 556.0 Nov. 5 28,341 30,023 32,326 estimated that the National defense program will 
Manufacturing & Miscellaneous....; Nov. 5 270,369 284,765 293,628 | swell capital expenditures by the utilities to « 
SE NE oo 5 oc oho niin. Nov. 5 157,828 158,880 167,553 | billion yearly for at least two years, against the 
: : : current annual rate of a half billion. 
STEEL PRICES miesteg er aa 
Pig Iron $ perton(m)............ Nov. 8 20.61 20.61 23:25 | Recent withdrawal of the $6 a ton concession 
Scrap $ per ton (m).............. Nov. 8 14.50 14.42 13.50 on sheets and strips was preceded by such an 
Finished Cc per Ib. (m) Sel dies) we ae Nov. 8 2.286 2.286 2.512 } avalanche of orders at the lower prices that the 
| peak of steel operations may not come until 
STEEL OPERATIONS | December, and even then there are mills which 
% of Capacity week ended (m) s+] Nov. 12 61.0 57.0 39.0 | will not be able to fill all orders before the 
| year-end. Third quarter reports by steel makers 
CAPITAL GOODS ACTIVITY | reveal that the industry’s pay point, in spite of 
(m) week ended................ Nov. 5 74.7 73.6 72.2 | lower prices, is not far from 45%; so that most 
| producers must now be well in the black with 
PETROLEUM operations up to 61%. 
Average Daily Production bbis.*..| Nov. 5 3,628 3,238 3,533 esas 
Crude Runs to Stills Avge. bbls.*..| Nov. 5 3,160 3,145 3,388 
Total Gasoline Stocks bbls.*...... | Nov. 5 68,236 67,590 68,469 Curtailment of runs to stills and expanding 
Gas and Fuel Oil Stocks bbis.*....) Nov. 5 154,576 153,719 120,249 gasoline consumption have brightened the out- 
Crude—Mid-Cont. $ per bbl.......! Nov. 12 1.02 1.02 1.27 look for earings by the petroleum industry 
Crude—Pennsylvania $ per bbl... | Nov. 12 1.68 1.68 2.35 which, for the third quarter, fell 48% below last 
Gasoline—Refinery $ per gal...... Nov. 12 061, 06%, O7Y%| year, against a nine months’ decline of only 29%. 








= 


== 








(d)—Nat. Ind. Conf. Bd. 1923—100. 
(n}—1926—100. 


t—Millions. *—Thousands. (b)—Annalist Index 1928—100. (ba)—Federal Reserve 1923-25—100. (c)—Dun & Bradstreets. 
(cm)—Dept. of Commerce estimates of income paid out. 
Dept. of Agric., 1909-14—100. (f)—1923-25—100. (g)—Chain Store Age 1929-31—100. 
justed—1929-31—100. (k)—F. W. Dodge Corp. (m)—lron Age. 
1930—100. (En)—Engineering News Record. (Ry)—Railway Age. 


(e)—Dept. of Agric., 1924-29—100. (ee}— 
(h)—U.S.B.L.S. 1926—100. (j}—Ad- 
(pl)}—Preliminary. (s)—Fairchild Index, Dec., 


















Trend of Commodities 


Such changes as have occurred in the price of basic 
commodities over the past fortnight have on the whole 
been slight and without particular significance. While it is 
true that prices of some of the more volatile commodities 
such as copper, rubber and hides have registered an appre- 
ciable recovery from their low point earlier in the year, 
many other important raw materials have recorded little or 
no gain. There is still a considerable disparity between 


finished goods prices and the prices of raw materials and | 
semi-manufactured goods. A narrowing of this gap would 
be desirable, yet it would be possible to experience a con. 


siderable measure of general business recovery, unaccom. 


panied by any a iable increase in the average level — 
of ie Peg ig The incentive for large scale 
forward buying of raw materials is still dor @ 


mant. 





COMMODITIES INDEX 1996 = 100) 


WHOLESALE PRICES 


(LONG TERM TREND) 


(U S. DEPT OF LABOR'S 


67.2 up 0.3 
72.9 down 
95.3 up 
65.9 up 
75.2 down 


Changes in Major Commodity Price Groups for the Fortnight Ended November 5, 1938 


(M. W.S. INDEX 1923-25=100) 


RAW MATERIAL 


7 


SECS aaa ste Pao cae 95.3 down 0.1 
90.0 up 0.2 
76.3 down 0.4 
87.1 no change 




















Latest Previous Year 








Date | Wk.orMo. Wk.orMo. Ago PRESENT POSITION AND OUTLOOK 








COTTON ee 
dar aig none . 12 8.62 8.43 7.98 the latest Government crop estimate based on 

12 8.52 8.33 8.05 Nov. 1 conditions and which disclosed a drop of 

t 19 9.27 8.88 8.00 | 75,000 bales in the current crop. There has been 


Spo’ 
(In bales 000's) 


Visible Supply, World 10 9,915 9,908 8,509 Government loans, but unless prices rise further 
Tekings, W nary ile: ial 10 365 362 A444 this will prove no more than temporary. Recent 
Total Takings, season Aug. 1 to... .10 4,577 4,212 4,695 estimates indicate that as much as 55 per cent of 


i : - 534 561 
anor > 10 50 154 269 Already the Government holds 9,600,000 bales. 


Total Exports, season Aug. 1 to.... . 10 1,209 1,159 2,042 Textile buying has become more active. Domestic 
Ciaiiaiiaaaid Crop Es . 1 19,137 12,212 18,946(e) | consumption is rising, but gains will be more than 
Active Spindles (000's) 29,188 29,153 23,889 offset by the decline in exports. There exists 


Cotton. Prices firmed moderately following 


some slowing up in the movement of cotton into 


601 the current crop may be pledged against loans. 


scant basis for higher prices in the near future. 





WHEAT 
Price cents per bu. Chi. closing 
December 42 63% 
. 12 66 


641% 92% | ports of only negligible frost damage in Argentina 
65% 93 have had a depressing effect on wheat prices. Pri- 
Exports bu. (000's) since July 1 to. 4 67,246 63,180 46,415 vate estimates indicating that more than 46,000,- 
Exports bu. (000's) wk. end . 4 4,066 6,112 3,758 000 acres will be seeded to winter wheat is any- 
Visible Supply. bu. (000's) as of . . . . 5 126,037 126,021 
Gov't Crop Est. bu. (000's) . 1 940,229 937,000 873,993(e)| there is little chance of a reduction in the heavy 


. * * 


Wheat. Heavy rains in the southwest and re- 


118,961 thing but bullish. If these estimates are correct, 


carryover. Price outlook is highly uncertain. 








CORN 
Price cents per bu. Chi. closing 
December . 12 47% 
. 12 512 





45% 55% | AAA loan of 57 cents a bushel, an increase of 7 
49% 58% | cerits over last year's crop loan. The Government 
- 4 41,714 41,349 613 has estimated that as much as 300,000,000 bushels 
Visible Supply bu. (000's) as of . . . - 5 35,175 24,674 9,179 will be offered for loans. Export shipments fairly 
Gov't Crop Est. bu. (000's) 1 2,480,958 2,454,500 2,644,995(e) | active. 


7 * s 
Cern. Prices firmed in anticipation of the 
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Previous 
Wk. or Mo. Wk. or Mo. 


Year 


Ago 


PRESENT POSITION AND OUTLOOK 











COPPER 
Price cents per Ib. 


et Be RE ee a 
Refined Prod., Domestic (tons)... .. 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons) 
Refined Del., World (tons) 

Refined Stocks, World (tons) 


«12 
- 12 


11.25 
11.25 
56,824 
69,827 
267,299 
162,225 
199,968 
424,311 


11.25 
11.05 
45,808 
53,637 
293,080 
153,865 
190,935 
457,454 


12.00 
10.60 
90,980 
44,592 
181,842 
196,359 
158,783 
383,164 


| 
' 





TIN 
Price cents per Ib., N. ¥Y 
Tin Plate, price $ per box 
World Visible Supplyt 
U. S. Deliveriest 
U. S. Visible Supplyt 


46.10 
5.00 
21,835 
4,960 
4,500 


46.05 
5.35 
21,826 
4,465 
4,573 


45% 
5.35 
19,458 
8,210 
3,280 





LEAD 
Price cents per Ib., N. ¥ 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


5.10 
27,508 
+ 39,026 
. 30 131,353 


.12 


5.10 
25,547 
38,343 

142,868 


5.00 
41,046 
53,850 
90,742 





ZINC 
Price cents per {b., St. Louis 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


5.05 
36,740 
43,355 

124,128 


a > 


5.05 
32,328 
43,589 

130,743 


Oe 
52,645 
40,345 
25,817 





SILK 
Price $ per Ib. Japan xx crack 
Mill Dels. U. S. (bales), season to. . 
Mill Deliveries U. S. (bales) 
Visible Stocks N. Y. (bales) as of. . 
Visible Stocks, World (bales) as of . 


. 12 1.81-1.83 
. 31 145,572 
. 35,631 
31 43,811 
. 31 151,311 


1.79-1.84 


142,511 


1.68-1.73 
137,330 
36,002 
40,834 
151,834 








RAYON (Yarn) 
Price cents per Ib 
Deliveries (a) 


All Rayon—Month’s Supply 


51.0 
677 
1.8 


L 42 


51.0 
874 
1.8 


63.0 
368 
‘4 





WOOL 
Price cents per Ib. territory fine. ... 


. 12 71.0-73.0 


71.0-73.0 


92.0 





HIDES 
Frice cents per Ib. hvy. native Chi.. 
Visible Stocks (000's) as of 
No. of Mos. Supply as of 


.12 
. 30 
. 30 


13,270 
7.0 


14% 


14% 


13,311 
7.6 


18.0 
14,663 
7.7 








RUBBER 
Price cents per Ib 
RAM Takes oc bei bs ss oe os 
Copsumotion, U0 S.4. os cca'es secs 
Stocks U. S., as of 
Tire Production (000's) 
Tire Shipments (000's) 
Tire Inventory (000’s) as of 


12 
34,496 
38,754 
.31 269,937 
3,970 

3,943 

8,406 


17% 


17% 


37,374 
37,823 
276,586 
4,093 
4,046 
8,330 


52,508 
38,754 
200,025 
4,384 
3,512 
11,615 





COFFEE 
Price cents per Ib. (c) 
Imports (bags 000's) 
Imports, season to 
U. S. Visible Supply (bags 000's). . 


THy-8g 
1,077 
4,446 
1,448 


75-84%, 





SUGAR 
Price cents per Ib. 
Domestic No. 3 Nov 
Duty free delivered 
Refined (Immediate Shipment)... 
U. S. Deliveries (000’s)* 
U. S. Stocks (000's)* as of 


== 





2.20 
3.10 
4.75 
4,896 
1,170 


. 33 
Nov. 12 
Nov. 12 
1st 9 mos. 
Sept. 30 


Copper. Although domestic prices continue 
unchanged at 1114 cents, foreign prices developed 
considerable firmness following the election. De- 
mand also displayed increasing activity. Domestic 
sales in October totaled 78,288 tons, comparing 
with 62,000 tons in September. The bulk of Oc- 
tober sales was for January delivery. Continued 
firmness in prices foreshadowed. 

* = . 

Tin. Prices hold near their current highs, de- 
spite the largest world supplies in many years. 
Prices obviously are presaging an early and sus- 
tained improvement in consumption. Tin plate 
production in the U. S. has been running at about 
25 per cent of capacity for several months and 
some improvement is overdue. Tin plete prices 
have been reduced 35 cents a box, but the trade 
had been prepared by revisions in other steel lines. 

* ~ * 


Lead. Buying has again become active, users 
apparently taking their cue from the election re- 
sults. Trade estimates place October deliveries be- 
tween 45,000 and 47,000 tons, which would 
compare with the third quarter average of 39,000 
tons and 29,000 tons in the second quarter. Prices 
should remain firm. 

* s * 

Zine. October production increased 4,400 
tons and shipments were off slightly from the pre- 
vious month. Stocks totaled 124,128 tons at the 
end of October as compared with 130,743 tons 
at the end of September. Galvanized operations 
have dropped slightly to 63 per cent of capacity. 

s J a 


Silk. Prices weakened following disappoint- 
ing consumption figures for October. Previous 
estimates had placed domestic consumption at 
close to 38,000 bales, whereas actually consump- 
tion totaled only 35,631 bales. The latter com- 
pared with 38,844 in September and 36,002 in 
September a year ago. 

s * ° 

Rayon. Ona seasonal basis October deliver- 
ies made a good showing. Trade reports indicate 
deliveries are holding up well in the current month. 
Stocks at the beginning of November were un- 
changed from the preceding month. 

a « s 


Wool. Buying interest is active, particularly 
for men's wear grades. Prices, both spot and future, 
were firm to moderately higher. 

* > 


Hides. Leather consumption continues large 
and finished stocks showed a further decline in 
September. While some slowing up in shoe out- 
put is likely over the next month or two, 
prospective demand and continued reduction in 
dealers’ stocks foreshadows increasing activity in 
the early months of 1939. 

ao 


* . 

Rubber. There is considerable speculation 
as to the probable action of the International 
Rubber Regulation Committee with respect to first 
quarter quotas. The meeting is scheduled for 
November 15. It is our guess that no change will 
be made in existing quotas. Distributors’ stocks 
of tires and tubes are the lowest in three years. 

¥ ~ * 


Coffee. Prices have been depressed by 
rumors of a devaluation in milreis and the pos- 
sibility of a coffee-wheat trade with Brazil such as 
the one in 1931. State Department frowns on 
barter arrangements. 





*—Short tons. 





t—Long tons. 


(a)—Expressed in % (1923-25—100). 


(c)—Santos No. 4. Y. 


(e)}—1937 Harvest. 


(f}—Refiners’ stocks of raw and refined. 
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e 
Money and Banking a 
G 
, 
Latest Previous Year : 
Date Week Week Ago COMMENT | 
Me rene a a : 
INTEREST RATES , 
Time Money (60-90 days). ....... Nov.10 114% 1%% 14% The latest statement of Federal Reserve ( 
Prime Commercial Paper.......... Nov.10 %%-1% e-1% 1% Banks disclosed a decline of $90,000,000 in 
Call Money we me ener eesianveccvreocs Nov. 10 1% 1% 1% excess reserves, bringing the total decline for the { 
Re-discount Rate, N. Y........... Nov. 10 1% 1% 1% past fortnight up to $150,000,000. This decline ( 
has been principally the result of an increase of | 
CREDIT (millions of $) $58,000,000 in money in circulation and an 
Bank Clearings (outside N. Y.)..... Oct. 29 $2,456 $2,643 $2,618 increase of $104,000,000 in non-member de- = 
Cumulative year's total........... Oct. 29 98460 ...... 114,659 posits and other accounts. The total money in BA 
Bank Clearings, N. Y.........---. Oct. 29 3,580 3,530 3,511 circulation is now the highest since 1933, and | 
Cumulative year's total........... Oct. 29 436,209 =... 159,471 $200,000,000 above last year this time. In two ‘ 
F. R. Member Banks weeks, money in circulation has increased f 
Loans and Investments.......... Nov. 2 21 408 21 493 21 {054 $1 10,000,000. Factors adjudged to be respons- S 
Commercial, Agri., Ind. Loans...| Nov. 2 3,899 3,915 4,761 ible for the increase in currency circulation are [ 
Brokers Loans...............+- Nov. 2 728 728 901 the approaching holidays, business improvement 
Invest. in U. S. Govts........... Nov. 2 8,132 8,154 7,968 and probably some foreign demand for hoarding 
invest in Govt. Gtd. Securities...| Nov. 2 1,686 1,687 1,137 purposes. A further increase is probable be- c 
Other Securities............... Nov. 2 3,263 3,306 2,924 tween now and the year-end, suggesting the pos- , 
Demand Deposits............-. Nov. 2 15,766 15,995 14,610 sibility that a new high record may be set. The c 
TNO POU a bo viskoc des os Nov. 2 5,155 5,156 5,278 rise, however, is likely to prove temporary, with c 
New York City Member Banks the great bulk of the increase finding its way back R 
Total Loans and Invest.......... Nov. 9 17,765 1,197 7,888 to the banks after the holidays. When it does it a 
Comm'! Ind. and Agr. Loans....| Nov. 9 1,425 1,433 1,888 appears certain that excess reserves will cross the -= 
ee Ce ee ee Nov. 9 574 578 709 $4,000,000 mark. Business and commercial 
Invest. U. S. Govts............. Nov. 9 2,923 2,902 2,929 loans of New York City Member Banks con- 
Invest. in Gov't Gtd. Securities...) Nov. 9 793 196 382 tinue to decline. The present total is now $18,- 
Other Securities............... Nov. 9 = 1,089 1,131 949 000,000 under the summer low and $463,000,- Qu 
Demand Deposits.............. Nov. 9 6,607 6,601 5,850 000 under a year ago. Liquidation of inven- ace 
NS EEE TEESE Nov. 9 598 619 759 tories, delayed forward buying and the replace- oe 
Federal Reserve Banks ment of bank borrowings by longer term bonded ec 
Member Bank Reserve Balance...) Nov. 9 8,546 8,686 6,879 indebtedness are the chief factors responsible for 
Money in Circulation. ......... Nov. 9 6,764 6,706 6,564 the decline. Gre 
ee i aa Nov. 9 14,091 14071 12,789 peer ba 
ee SO TCE Nov. 9 2,755 (15 F 
we Cash. , . bee x ap ea wales Nov. 9 2,737 2,751 3,648 Corporate financing in October was the largest a 
Excess Reserves..............- Nov. 9 3,130 3,220 1,066 of any month this year. New capital raised, how- Fini. 
ever, was the lowest since last May. Although es 
Latest Last Year total financing in October this year was nearly Ger 
Month Month Ago $200,000,000 more than in October last year, Ger 
NEW FINANCING (millions of $) new capital raised last year was $3,000,000 Ger 
NS DE BOS CE peer ern Oct $337.2 $110.0 $138.5 greater. Private security sales are expected to Gen 
OE OES See ea epee Oct 63.9 60.9 67.0 set a new peak this year. Ger 
Oe SEES ea see Oct 273.3 49.1 71.5 8: AEDS NG te pobise 2 Sie 
ok ces Hol 
Hun 
POSITION OF FOREIGN BANKS Italy 
~~ sia Nor 
Nov. 9, 1938 Nov. 10, 1937 COMMENT Pol 
D Business and industrial sentiment in Great Rum 
“aoa pith pity Sigae Ty £482,690,000 £485,573,284 Britain has taken a more hopeful turn over the =~ 
ee Te ee OREN 15,937,000 30,678,962 past fortnight. Numerous industries have reported 
Private Deposits................. 145,001 863 127,003,172 some upturn in volume. Gains shown in the coal, “hans 
Bankers Accounts............... 109,497,834 90,908,990 steel and cotton industries were particularly ya 
Other Accounts................. 35,504,029 36,094,182 heartening and unemployment in October de- i s 
Government Securities............ 101,571,164 103,908,165 clined for the first time in many months. Rumors J, me 
Other Securities................. 32,082,020 29,155,697 are again current of the impending signature of the Se 
Discount and Advances.......... 11,103,015 8,412,836 British-American trade treaty. If this treaty is a : 
TEESE SS SS 20,979,005 20,742,861 successfully negotiated, it is to be hoped that it tiie 
Reserve Notes & Coin............ 45,016,000 42,361,993 | will contain provisions safeguarding the United B es 
Coin and Bullion................ 327,706,541 327,935,277 States against having its goods bartered by vont 
England with Germany and then dumped in other 
BANK OF FRANCE Nov. 3, 1938 Nov. 4, 1937 markets. ee 
Cite PAMNNGE Ss 65 ok iS ne es Fr.55,808,329,303 Fr.55,805,022,187 % ™ “: p ex 
Credit Balances Abroad.......... 18,000,000 17,534,902 Recurring crises are becoming a familiar factor Fw 
Bills on France.................- 13,804,000,000 9,553,262,230 in France. The Daladier government has de- Urue 
Wheat Office Bills BB Wi Sig we ew whale 1,531 ,000,000 re ea ee ee creed sweeping measures, the intent of which is Se 
Advance Against Securities....... 4,049,000,000 4,003,508,575 to avert a further impairment in France's economic Ven 
Note Circulation. ............... 110,557,000,000 91,891 ,193,150 status. Labor conditions were revised, revalua- ad 
Credit Current Accounts.......... 26,534,000,000 16,944,657,679 tion of the gold stock will enable the government — 
Temp. Advs. to State............ 48,133,649,244 26,918,460,497 to discharge its debt to the Bank of France, and 
Gold on Hand to Sight Liabilities. . 40.71% 51.27% substantial subsidies will be granted to agriculture. 
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POSITION OF FOREIGN BANKS—Continued 
































_ | GERMAN REICHSBANK | Nov. 7, 1938 Nov. 6, 1937 
| Gold and Bullion............. ae Rm.70,773,000 Rm.70,111,000 
Of Which Deposits Abroad... .. 10,580,000 20,055,000 
Reserve in Foreign Currency....... 5,765,000 5,940,000 
Bills of Exchange & Checks... ....; 7,020,958,000 5,249,075,000 
MMOS Fors oso. Se 847,915,000 397,408,000 
2 ba, RO Ee ee 1,307,272,000 747,474,000 
Notes in Circulation. ............ 7,423,400,000 5,025,008,000 
Other Daily Matured Obligations. . | 917,564,000 671,661,000 
Other Liabilities................. 398,104,000 307,350,000 | 
Proportion of Gold & Foreign Cur-; | 
rency to Note Circulation....... 1.03% 1.51% | 
| 
BANK OF CANADA Nov. 9, 1938 Nov. 10, 1937 | 
Reserve Gold, Coin & Bullion. .... $181 ,033,000 $179,931,000 | 
Siar BUNION Soe ee eaees S ee aaheay fans 2,691,000 | 
Reserve in Sterl. & U. S. Dollars... 35,784,000 27,341,000 | 
Seusaiery Coin 3... 62. io cee ek 245,000 76,000 | 
Dom. & Prov. Gov't Short Term Se. 
MON sy ida ls sins wele se vib'ae's 164,305,000 94,429,000 
Other Dom. & Prov. Securities... .. 43,390,000 96,521,000 
ar NNN eS Ol oe ee 12,188,000 
Note Circulation................. 176,313,000 160,189,000 
Deposits—Dom. Gov't........... | 25,072,000 31,963,000 
Chartered Banks................. 221,749,000 209,408,000 
Res. to Note & Dep. Liabilities... . 51.01% 51.96% 








Despite huge importations, German industry 
continues to be severely handicapped by in- 
ability to obtain sufficient raw materials. The 
great bulk of raw material imports is being diverted 
to war stores. Industrial production costs have 
been increased through the necessitous use of 
inferior supplies, while selling prices are frozen by 
official decree. German industry is being forced 
to maintain capacity production and is unable to 
obtain new and more efficient machinery to meet 
ever increasing demands. All dollar exchange 
is being used to purchase food supplies and other 
raw materials, a condition which has led to the 
rumors of an impending barter agreement with 
England. 


* 2 e 


Business gains in Canada are assuming more im- 
pressive proportions. Crop movements and mining 
activity have made important contributions but 
practically all industries shared in the betterment 
experienced in October. Newsprint prices have 
been continued at $50 a ton, allaying earlier fears 
that some reduction might be made. Both whole- 
sale and retail trade are giving definite signs of 
picking up. 











FOREIGN EXCHANGE IN DOLLAR TERMS 















Quotations in cents and decimals of ————Demand 
acent except pound sterling which is Nov. 10 
in dollars and cents. 





Year Ago 


——Cables 


Nov. 10 





Year Ago 








COMMENT 











Country and Par 


Great Britain ($8.2397 a sov.)....... 
Belgium (16.9502c a belga)......... 
Czechoslovakia (3.51¢ a crown)...... 
Denmark (45.374c a krone)......... 
Finland (4.264c a finmark).......... 
France (par not definite)............ 
Germany (40.33 a mark)**......... 
Germany (benevolent mark)......... 
Germany (travel mark).............. 
Germany (emigrant mark)f.......... 
Germany (kredit mark)f............ 
Greece (2.197c a drachma)......... 
Holland (par not definite)........... 
Hungary (29.613c a pengo)4....... 
Italy (5.2634c a lira)§.............. 
Norway (45.374c a krone).......... 
Poland (18.994c a zloty)........... 
Rumania (1.012c a leu)............. 
Sweden (45.374c a krona).......... 
Switzerland (par not definite)........ 
Yugoslavia (2.981¢ a dinar)......... 
Shanghai dollars (unsettled)......... 
Hongkong dollars (unsettled)........ 
India (61.798c a rupee).........-.. 
Japan (84.39c a yen)............-. 
Sts. Settlements (96.139¢ a dollar)... . 
Argentina (71.87¢ a paper peso) . .. 
Argentina (71.87c a paper peso)**... 
Brazil (20.25c¢ a paper milreis)**..... 
Chile (20.599c a gold peso)f....... 
Colombia ($1.645 a gold peso)**.... 
Mexico, peso (unsettled){.......... 
Peru (47.409c a sol)f.............. 
Uruguay ($1.751 a gold peso)q..... 


Uruguay ($1.751 a gold peso)**f.. . 


Venezuela (32.67c a bolivar)4...... 
Venezuela (32.67c a bolivar)**...... 








4.13% 4.98%, 
16.91%, 16.97% 
3.45 3.51% 
21.15 29.24 
2.0934 2.205% 
2.64% 3.384%, 
40.06 40.35 
PS ee es 
23.00 25.00 
Gees x 
et i ay: 
0.87% 0.91% 
54.29 55.30 
19.80 19.80 
5.26% 5.261% 
28.80% 25.04 
18.87 18.96% 
0.74 0.75 
24.40% 25.69 
29.63%, 23.07 
2.33 2.341% 
16.00 29.62% 
29.60 31.18% 
35.43 37.64 
27.63 29.05 
55.25 58.5614 
23.60 29.70 
31.60 33.22 
5.90 5.88 
5.19 5.19 
57.13 56.90 
20.75 27.80 
21.00 25.25 
39.00 56.00 
62.37% 79.30 
31.50 31.00 
Bees ahaa 


4.13% 
16.9114 
3.45 
21.15 
2.0934 
2.644 
40.06 
20.50 
23.00 
5.08 
5.30 
0.87% 
54.29 
19.80 
5.26% 
23.801 
18.87 
0.74 
24.40 
22.63%, 
2.33 
16.00 
29.60 
35.43 
27.63 
55.25 
23.60 
31.60 
5.90 
5.19 
57.13 
20.75 
21.00 
39.00 
62.37% 
31.50 
31.63 


4.9814 
16.97% | | 
3.51% | 
22.24 | 
2.205% | 
3.38% | 
40.351 | 


At a time when domestic affairs are rounding 
into such promising shape the relationship of the 
dollar to the pound and the franc continues doubt: 
ful, a matter of immediate concern to the business 
world and also containing possible threats to our 
security markets. Reynaud, French Minister of 
Finance, has registered no more than negative 
success in his efforts to bolster the franc and the 
financial morale of his country; and while English 
sentiment as to business seems to have improved 
definitely, the gain has not been translated into 
better demand for sterling. Conjecture in America 
runs on the question whether or not the trade treaty 
which is rumored to be ready for signatures may 
not include provision for a cheaper pound in re- 
lation to the dollar. 


A lower value for the pound would drag prac- 
tically all the European currencies with it, placing 
American exporters at a disadvantage which might 
well be persistent and serious. Commodity prices, 
too, would be affected. On the other hand, the 
profit in removing this source of continual un- 
settlement might be greater than the losses in- 
volved. Even from the strictly narrow viewpoint 
of our own foreign trade position, the disad- 
vantages of the present state have long been ob- 
vious. Any reasonable solution to the exchange 
problem will in the long run be helpful and there- 
fore bullish on our markets, however distasteful 
its first effects may be. Recent action of the ex- 
changes suggests that the solution may be fairly 
near. 











tNominal quotations. 





4—Free rate. 





**—Official rate. 








§$—Travel 





Lira 4.75c. 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1937 Indexes 1938 Indexes 
High Low Issues (1925 Close—100) High Low Oct. 29 Nov.5 Nov. 12 
122.0 54.3 330 COMBINEDAVERAGE 77.8 44.2 72.7 73.4 77.2 
253.3 111.4 5 Agricultural Implements.. 133.9 88.5 117.4 117.6 126.4 
72.6 34.0 6 Amusements........... 41.9 24.7 47.7 46.9 47.9h 
146.6 52.1 16 Automobile Accessories. 91.0 43.1 85.0 85.6 89.8 
30.1 8.9 12 Automobiles........... 14.8 7.0 14.0 14.0 14.6 
178.0 73.4 9 Aviation (1927 CI.—100) 158.3 75.2 142.2 142.8 158.3h 
28.5 9.3 3 Baking (1926 Cl.—100).. 16.1 8.9 14.6 14.4 15.2 
308.6 135.4 3 Business Machines....... 203.3 120.2 187.5 185.5 194.9 
247.7 132.6 9 Chemicals.............. 177.5 111.6 166.6 169.2 177.5h 
88.3 32.9 18 Construction............ 50.2 25.6 46.4 47.5 50.2h 
361.0 193.4 5 Containers.............. 246.2 173.8 236.6 241.3 246.%h 
217.3 75.3 9 Copper & Brass......... 129.6 600 1196 190.7 195.5 
43.0 245 2 Dairy Products.......... 28.0 21.8 24.6 25.0 26.4 
42.7 15.2 . 9 Department Stores....... 27.4 12.2 25.5 25.7 27.4h 
108.8 45.2 9 Drugs & Toilet Articles... 65.5 40.1 59.8 62.1 65.5h 
388.4 182.6 2 Finance Companies...... 329.0 158.1 299.6 305.8 329.0h 
71.9 37.5 17 Food Brands............ 79.2 33.3 77.5 79.2H 78.8 
53.2 25.9 4 Food Stores...........- 35.3 20.5 30.7 32.9 35.3h 
122.3 46.4 4 Fumiture & FloorCovering 71.4 36.9 66.5 67.2 71.4h 
1160.6 894.0 3 Gold Mining........... 1262.1 953.7 1996.2 1995.1 1198.1 
58.6 25.8 6 Investment Trusts........ 32.1 21.1 30.2 29.8 32.0 
317.8 167.2 4 Liquor (1932 Cl—100).. 293.7 140.7 211.9 2168 223.7h 
209.8 97.8 9 Machinery..........--- 138.0 77.6 133.8 131.2 138.0h 
104.3 53.8 2 Mail Order............ 85.3 49.1 80.4 80.6 84.8 
109.6 47.5 4 Meat Packing........... 56.5 36.5 52.1 52.6 53.6 
334.1 138.6 15 Metals, non-Ferrous...... 195.9 116.0 181.5 189.4 193.8 
26.5 Pp Bike. 2 RS ee aE 14.0 5.8 12.6 12.8 14.0h 
158.8 90.8 23 Petroleum.............. 113.0 76.2 97.9 99.2 103.5 
114.9 50.5 18 Public Utilities.......... 65.6 38.8 65.6h 62.9 65.2 
31.7 13.3 4 Radio (1927 Cl—100)... 18.9 10.3 18.3 18.3 18.6 
112.9 37.7 9 Railroad Equipment...... 58.6 28.2 31.7 53.7 58.6h 
48.6 16.2 23 Railroads..............-. 18.6 10.6 17.7 17.7 18.2 
28.5 DM Bin oo oss vce een’ 9.5 4.7 8.3 8.5 8.8 
87.6 349 3 Shipbuilding............ 11.3 36.1 68.0 69.1 71.3h 
1656 69.6 13 Steel &lron............ 106.5 55.2 87.1 89.6 106.5h 
Ph Uagce. . 8 RGay EE Se ae ee 95.7 17.4 24.0 22.8 24.0 
bak Ga aT Fee. yo eee eer ree 169.1 118.6 146.7 145.8 156.8 
85.3 43.2 3 Telephone & Telegraph... 60.0 37.6 53.8 55.3 55.7 
CUR LBOB FARR eine cee ices 49.7 27.9 45.4 45.7 45.5 
29.2 10.7 4 Tires & Rubber.......... 20.6 10.0 19.0 19.4 20.6h 
99.4 68.3 4Tobacco............... 86.1 63.8 83.3 84.3 86 th 
71.9 206 5 Traction................ 37.0 15.6 33.9 36.4 37.0h 
346.8 157.7 4 Variety Stores.......... 943.3 146.0 219.5 2298.8  243.3h 
Peis as wees 22 mor gg 1937 d.— 
“aes OF ee 135.8 84.7 123.3 131.8 135.8h 
H—-New HIGH sSieye since 1931. h—New HIGH this year. 
oe DAILY INDEX OF SECURITIES 
N. Y. N. Y. Times 
Times Dow-Jones Avgs. ——50 Stocks—— 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, Oct. 31... 71.89 151.73 31.49 106.59 105.34 1,093,270 
Tuesday, Nov. 1.... 72.06 151.39 31.50 106.70 105.52 1,280,630 
Wednesday, Nov. 2. 71.90 152.21 31.66 106.39 105.21 783,950 
Thursday, Nov. 3.... 71.95 152.31 32.56 106.86 105.79 1,065,100 
Friday, Nov. 4..... 72.00 152.10 31.76 106.87 105.73 1,196,240 
Saturday, Nov.5... 72.03 152.12 31.78 106.35 105.86 434,410 
Monday Nov. 7.... 72.22 154.91 32.04 107.98 106.13 1,761,880 
Tuesday, Nov. 8... HOLIDAY 
Wednesday, Nov. 9. 72.69 158.08 33.18 110.38 108.16 3,098,780 
Thursday, Nov. 10.. 72.84 157.47 33.17 110.74 109.13 2,176,753 
Friday, Nov. 11... HOLIDAY 
Saturday, Nov.12.. 72.95 158.41 33.17 110.32. 109.39 1,005,680 
STOCK MARKET VOLUME 
Week Ended Nov. 12 Week Ended Nov. 5 Week Ended Oct. 29 
8,043,093 5,853,600 9,041,300 
Total Transactions Same Date Same Date 
Year to Nov. 12 1937 1936 
254,836,056 264,778,395 422,034,130 








COMMENTS 


Responding to conservative election re- 
sults and continued industrial recovery, the 
stock market resumed its advance during the 
fortnight ended Nov. 12. Character of the 
leadership improved, as shown by the cir- 
cumstence that our daily index of 40 in- 
dustrials (composed of better than average 
grade stocks) made a new high for the year, 
whereas our weekly index of 330 active 
stocks failed to reach the previous high 
established three weeks earlier. 


The Combined Average of 330 stocks 
closed on Nov. 12 at about the Oct. 10, 
1937, level. Twenty-two of the 42 com- 
ponent groups made new highs for the year 
(21 during week ended Nov. 12, and one 
during the preceding week); while 17 
groups disclosed semi-long range technical 
strength by reaching levels established prior 
to the Combined Average's ‘bench mark." 
Six groups—Automobile Accessories, 
Drugs and Toilet Articles, Furniture and 
Floor Covering, Liquor, Non-ferrous Metals 
and Paper—reached the same bench mark 
as the Combined Average, and so were 
neither stronger nor weaker than the market. 
The remaining 19 groups are still behind 
the market. Three groups—Gold Mining, 
Public Utilities and Sugar—failed to advance 
during the past fortnight, thereby revealing 
both short term and long term technical 
weakness. 


Groups showing longer term technical 
strength during the past fortnight include 
Food Brands, which reached the highest 
level since Mar. 21, 1931; Aviation, best 
since April 3, 1937; Shipbuilding, highest 


Aug. 14, 1937; Finance Cos., highest since 
Aug. 21, 1937; Traction, best since Aug. 
28, 1937; Construction, Tires and Variety 
Stores, highest since Sept. 4, 1937; Railroad 
Equipment and Telephone & Telegraph, 
best since Sept. 11, 1937; Copper, Depart- 
ment Stores, Food Stores, Machinery and 
Steel, highest since Sept. 18, 1937; and 
Chemicals, best since Sept. 25, 1937. 


Seven groups, which were either stronger 
than, or as strong as, the market from the 
longer range viewpoint, also displayed short 
term strength by advancing at least 10% dur- 
ing the past fortnight. These groups, with 
the strongest stocks in each group, were 
Drugs & Toilet Articles (Sharp & Dohme); 
Paper (International Paper & Power); Avia- 
tion (North American Aviation and United 
Airlines); Food Stores, (First National 
Stores); Railroad Equipment (American 
Car & Foundry); Steel (Allegheny-Ludlum); 
and Variety Stores (McClelllan Stores). 
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Substantial Profits on Small Capital! 


Exceptional Short-Term Profit Possibilities are 


Now Open in Low - Priced Common Stocks 


limit. Throughout recent market 





OUND common stocks, low and 
moderate in price, form our 
Unusual Opportunities 
Price alone, however, is not enough. 
On account of this very factor, all 
issues considered have to be listed 
on the New York Stock Exchange 
and pass a rigorous test made by 
our analysts. 


Program. 


ceived ... 


Every stock approved must have a 
sound capital structure, outstand- 
ing earnings prospects and enjoy 
a broad market. The company 
must be ably managed and rep- 





resent an industry that is going 
ahead. Above all, the issue must 
hold unusual 





near-term profit 


Takes $3.500 Profit 
in Two Months! 


Read this unsolicited letter just re- 


“JT thought you would be inter- 
ested to know how well satisfied 
I am with your service. I began 
trading on September Ist and up 
to the present I have a net profit 
of $3,500 on closed transactions, 
without taking any losses, and 
still have a nice paper profit.” 


L. A. D. of Cleveland, Ohio 


The above Forecast subscriber en- 
rolled for a full year on August 23rd. 


movements, these issues have been 
reanalyzed. From this new group, 
our recommendations will be made. 
Now temporarily quoted around 


15, these stocks can shortly 
rebound into the 20-25 price 
range. 


Consequently, profits of 5 to 10 
points should be quickly available 
in such issues. They should prove 
most profitable mediums for the 
replacement of present holdings 
that face a dubious outlook. 
You may switch 25 shares of a 
stock around 30, into 50 of a 
stock at 15, and materially en- 








possibilities. 


Only $1000 Required . . . This Unusual Opportunities 
Program is one of the most popular provided by THE 
FORECAST. With $1000, it may be followed in 10 share 
lots on an outright basis. Of course, with a larger amount, 
you may proportionately increase your operating unit. 
The maximum number of stocks carried at one time is five. 
Capital or collateral goes a long way in taking advantage 
of these low and moderate priced trading mediums. 


Profits of 5 to 10 Points... In the current market 
phase, many selected stocks that meet our Unusual 
Opportunity qualifications are selling within our price 


hance your profit prospects. 


3 Stocks Selected . . .Three Unusual Opportunities 
. averaging around I5... are now being considered. 
They will be recommended to you as a FORECAST sub- 
scriber . . . when our market technicians feel that the 
most advantageous time for you to buy has arrived. 


Commitments will then be kept under our continuous su- 
pervision and we shall advise you . . . by telegram and 
by mail .. . when to close them out and whether to keep 
your funds liquid or make new purchases. 


Mail the coupon below to take an advantageous position 
in these three Unusual Opportunities. 











SERVICE TO START AT ONCE BUT DATE FROM JANUARY |, 1939 











Free Air Mail 
Service 


_| Check here if you . 
wish Air Mail and it 90 BROAD STREET 
of our weekly and spe- 
cial bulletins. This ser- 
vice is provided FREE 
in such cases in United 
States and Canada. 

re _] UNUSUAL 
OPPORTUNITIES 
We serve only in an 
advisory capacity, han- 
dle no funds or securi- 


‘] TRADING 


: ADVICES 
ties and have no finan- 
cial interest in any [] BARGAIN 
issue or brokerage 

INDICATOR 


house. Our sole objec- 
tive is the growth of 
your capital and in- 
come through counsel 
to minimize losses and Rene 

cITY 
secure profits, 











THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADDRESS: TICKERPUB 


will expedite delivery I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from January 1, 1939. I understand that regardless of the telegrams I 
select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you.) 


Low-priced Common Stocks for Market Appreciation. Two or three wires a 
month, on average. Maximum of five stocks carried at a time. $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


Active Common Stocks for Short Term Profit. Two or three wires a month, 
on average, Maximum of five stocks carried at a time. $2,000 capital suffi- 
cient to buy 10 shares of all recommendations on an outright basis. 


Dividend-paying Common Stocks for Profit and Income. One or two wires a 
month, on average. Maximum of five stocks carried at a time. $2,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 


NN ie aise cae wee eee ne cae eee Tae See aee ews CAPITAL OR EQUITY AVAILABLE.............2. 


foi er Ciara ae ec 


oC ee ee SS oo cia 5 aa wag Wied wi eel wie waa are oe 


Continuous Consultation Service Provided. List Your Securities Now for Our Analysis. 


NEW YORK, N. Y. 








NOVEMBER 19, 1938 


















CRANE’S PART in 
BUILDING AMERICA 


For more than eighty years, Crane Co. has had an 
active part in furnishing quality products for all types 
of American buildings. Wherever steam, air, water, 
gas or liquids flow in pipe lines—for power, process 
or domestic use—there you may find Crane valves and 
fittings. Wherever men live in or occupy homes, hotels, 
schools, hospitals or public institutions, there you 


may find Crane plumbing and heating equipment. 


ICRANE 


CRANE CO., GENERAL OFFICES: 836 SOUTH MICHIGAN AVENUE, CHICAGO 


VALVES «+ FITTINGS 
PIPE © PLUMBING 
HEATING +* PUMPS 








FF 








Answers to Inquiries 





(Continued from page 156) 


inclined to believe that the common 
shares would prove a worth while 
investment. From present low 
levels, it is highly possible that your 
percentage increase would be good 
in relation to that of other low 
priced issues. 


Hercules Powder Co. 


I am in a dilemma about my 100 shares of 
Hercules Powder old common which I bought 
at about 60. Should I regard the rise of the 
new stock to its present price of 68 as a fore- 
runner of considerable improvement due to 
the company’s representation in many basic 
industries?>—T. G., Mobile, Alabama. 


The principal outlets of Hercules 
Powder Co., namely, the paper and 
automobile manufacturers, mining, 
quarrying and the textile industries, 
were extremely hard hit by the re- 
cession in general business which 
occurred during the first six months 
of this year. As a result, initial half 
year earnings dropped considerably 


166 


and, while third quarter reports 
were a little better, profits in the 
initial three quarters were substan- 
tially below those of 1937. For the 
nine months ended September 30, 
1938, a profit of $1.20 per common 
share was recorded against $3.27 a 
share sustained during the like 
period a year earlier. Undoubtedly, 
the U.S. Army powder contract will 
materially aid earnings of the con- 
cern. Nevertheless, main revenues 
will continue to be derived from in- 
dustrial users of the company’s prod- 
ucts. 

It is, indeed, possible that if the 
present rate of industrial activity 
prevails, that earnings for the full 
year might better $1.50 a share of 
common. In any event, another 
modest dividend in addition to the 90 
cents already paid this year is ex- 
pected. 

The strong working capital posi- 
tion of $19,500,000 as reported at 
the end of the September quarter 
bolsters this belief considerably. In 
our opinion, the shares of Hercules 
Powder should prove profitable to 
you over the longer term both as 
a good investment and as a fair 
price appreciation vehicle. 





Ahead .. . Best Home-Build. 
ing Year in a Decade! 





(Continued from page 137) 


are factors that cannot readily bh 
expressed in indexes of building cost 
The average single family hous 
built to the owner’s order in the first 
9 months of 1938 as worked out 
from F. W. Dodge figures cost onl; 
6,613 as compared to $7,405 dur. 
ing the corresponding period of 1937. 
Here is a notable reduction in aver- 
age cost that the general run of 
building cost indexes would not re- 
flect at all because the reduction 
was secured mainly by making the 
house considerably smaller. The 
average 1938 house built to the own- 
er’s order was almost 18% less in 
square footage than last year. There 
will be many to say that we are 
building houses too small now. But 
evidently the home buyer — and 
after all he is the man who must be 
satisfied — thinks differently. This 
tendency towards smaller houses is 
another one of those persistent 
trends that has now kept up for 
years and therefore must represent 
a considerable degree of acceptance 
on the part of the consumer. There 
is, of course, a very sound basis for 
building smaller homes. We _ no 
longer need the huge houses of the 
past because of the small size of the 
typical American family of today in 
those sections in which the bulk of 
home building activity takes place. 
Moreover, homes are now carefully 
designed with the deliberate inten- 
tion of making every foot of space 
useful and of saving the housewife 
unnecessary effort just as we delib- 
erately set out to reduce wasteful 
motion in our factories long ago. 
And finally, the home buyer himself 
has come to realize that unneces- 
sarily large homes mean _ excessive 
heating bills, higher taxes and in 
general an unnecessarily high cost 
of maintenance and operation. 
The reduction in cost through 
smaller houses is in fact one of the 
two outstanding reasons for the 
strong showing in home building 
this year. The other reason is the 
amendment of the Housing Act 
which decisively reduced the down 
payment on the smaller houses. 
FHA reports that 68% of all mort- 
gages accepted on new single family 
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houses are for 80 to 90% of the ap- 
praised value of the property. This 
is, of course, a phase of installment 
buying but the mortgaged asset is 
becoming increasingly more “dur- 
able” as standards of construction 
are raised and deterioration of 
neighborhoods is no longer as rapid 
as in the old days of immigration. 

The volume of residential build- 
ing operations is, however, not en- 
tirely a matter of quality and price 
of the product and the pocketbook of 
the prospective consumer. There is 
also the matter of existing homes that 
are Offered on the market in com- 
petition with new homes that the 
builder would like to put up. These 
existing homes are to the building 
industry what inventory is to the 
manufacturer or merchant. In real 
estate parlance, we refer to it as the 
“overhang” of property and we 
mean by that, largely, the volume of 
foreclosed property resulting from 
the depression and now in the hands 
of mortgagees who are anxious to get 
rid of it. This overhang of foreclosed 
property increased over tenfold in 
number of dwellings from 1929 to 
1937 and has of course been one of 
the outstanding problems of the 
building industry. When the cost of 
erecting new homes rises and when 
rents begin to climb, the market be- 
comes favorable for the disposition of 
this property. If too much is thrown 
on the market, a rapid check to new 
construction develops. Granted that 
many of these foreclosed homes are 
antiquated and obsolescent com- 
pared with the new home of today, 
the fact nevertheless remains that 
the overhang is still so huge that the 
rate at which it is reduced may go 
far to determine the rate of new 
building operations. When building 
costs rise too rapidly, a point is 
reached where it is cheaper to buy 
than build even after making all al- 
lowances for obsolescence, and then 
new construction finds itself in a 
position where it can only advance 
slowly against great resistance. 

But fortunately the overhang is 
coming down. Recent studies have 
given us definite evidence of this. 
The total amount of real estate 
owned by life insurance companies 
through foreclosure declined over 
1% during 1937. This is certainly 
no great amount but it is significant 
because 1937 reversed for the first 
time since 1929 the steady upward 
climb of the overhang. The life in- 
surance companies are now, accord- 
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LUE PEH and HOUSING 


Housing is the order of the day. T he present shortage 






of modern housing accommodations is placed by authori- 


ties as high as 1,500,000 units. New agencies are en- 





are moving upward and vacancies are decreasing—all these are indicative of the 


movement for more and better homes. Copper stands to share extensively in this 


widespread activity. 





c 
of the new homes, in the air-conditioning apparatus and the refrigerators. | ET 


Copper will be found in the brass pipes SD that insure a free, full flow 


of water, and in Everdur Metal—a strength-of-steel copper alloy widely used for 


non-rusting hot water tanks. Perhaps a durable copper roof will shield the home 


from storms; copper gutters, 


L ' : 
= leaders and flashings are almost certain to 


Sz . ——— 
carry off the rain. i =| Copper will operate the radio, the telephone, 


the electric lights—brass rods will sustain the draperies and curtains, bronze will 


screen the windows. Ornaments and statuary of bronze will adorn library and draw- 





ing room, ( 


and finally, the heir of the home and its greatest treasure 


will sleep snug in his blanket secured with stout safety pins. <_ And even 


they are brass! Anaconda metals in a multitude of fabricated forms are making 


it possible to build better homes 
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and will last longer because rust will not gain a foot-hold. 
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ANACONDA COPPER MINING COMPANY 


25 BROADWAY, NEW YORK 


ing to a study made by the Federal 
Home Loan Bank Board, expanding 
their investments in urban home 
mortgages more rapidly than in any 
other type of mortgage loans. Yet 
they have only begun to get back 
into the mortgage field. At end of 
19357 mortgages amounted to only 
about 20% of their total assets com- 
pared to 43% from 1926 to 1928. 
If and when mortgage investments 
become sufficiently attractive to the 
life insurance companies, the latter 
are, theoretically at least, in a po- 
sition to shift over $4,000,000,000 of 
their funds into mortgages before 








even approaching their 43% ratio 
of 1926-28. We do not expect any- 
thing like this to happen rapidly 
Nevertheless, the fact remains that 
there are vast of funds 
either idle or earning very little in- 
terest, that are aching to get into 
the construction industry. There is 
therefore no problem at all today— 
such as we often had in the past—of 
getting money for building opera- 
tions. 

Lack of space prevents dealing 
with the many other classes of build- 
ing. Industrial construction suffered 
severely in the recession and up to 
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A Cheap Stock 
For Big Profit 


If you are looking for large profits, or 
for a way to recover losses, fill out the 
coupon below. It will quickly bring you 
valuable information without cost or ob- 
ligation. 
WE have discovered a cheap stock which we 
believe to be one of the most attractive 
speculations on the New York Stock Exchange. 
It appears to be selling much below its pros- 
pective value. In fact, this issue promises to 
be one of the leaders in the next upswing. 


WHY THIS BARGAIN STOCK 
SHOULD BE BOUGHT NOW 


|, This low-priced stock is within the reach 
of all investors, selling as it does for 
around $9 a share. But it is not a ‘‘eat 
or dog.’’ The company is a well-known 
and important factor in a leading industry. 

2, The company has greatly improved pros- 
pects. Earnings should pick up substantial- 
7: 

3. Both the near-term and the long-term pros- 
pects for this stock are favorable. The ac- 
tion of the stock leads us to believe that a 
sharp rise is in prospect. 

This is one of the most promising issues 
that we have been able to uncover in a long 
time. Those who buy this stock should reap 
excellent profits. However, now events in the 
Stock Market move swiftly. Short delays of- 
ten prove costly. Most likely this issue will 
not long be available at its present low price. 

The name of this stock will be sent to you 
absolutely free. Alsc an interesting little book, 
‘““MAKING MONEY IN STOCKS.’’ No charge 
—no obligation. Simply fill out the coupon be- 
A ane aoe RESEARCH BUREAU, 

js 7. $875, CHIMES B 5 eS - 

OUSE, N. ¥. iia i 


Fill Out This Coupon Now 





Investors Research Bureau, Inc. 
Div. $875, Chimes Bldg., Syracuse, N. Y. 


Send me the name of the bargain stock to 
buy for big profit. Also a copy of “MAKING 
MONEY IN STOCKS.” This does not obli- 
gate me in any way. 

Name 


PMCRS rca ees eiGu eka See ae ee 


City S01 
Kindly Print name and address Plainly. 

















MOTOR WHEEL 
CORPORATION 


Dividend Notice 


Lansing, Michigan 
October 31, 1938 


The Board of Directors today 
declared a quarterly dividend of 
twenty cents (20c) per share on the 
common stock payable December 
10, 1938 to stockholders of record 
at the close of business November 
18, 1938 


C. C. Cariton, 


Vice-Presiaent and Secretary 


























POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(sho & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














Photos used in illustrative heading of 
Making Democracy Work (page 124) 
were supplied by— 

Wide World Photos Colorado Fuel & Iron Co. 
Charles Phelps Cushing Caterpillar Tractor Co. 
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the end of September this year’s 
volume was barely a third of last 
year. Nevertheless there are defi- 
nite signs of recovery here and a 
number of leading industrial firms, 
especially those engaged in the pro- 
duction of synthetic textiles, have 
announced plans for building new 
plants. Naturally, recovery in in- 
dustrial construction depends on 
business recovery in general. Utili- 
ties construction is not as disap- 
pointing as many people believe, 
but the chief private sector, the 
electric light and power industry, is 
down over 40%. Public Works are, 
of course, ahead of 1937, but the 
real effects of the pump-priming will 
not develop this year. Congress ap- 
propriated $965.000,000 for PWA 
early this year. The great bulk of 
this expenditure of almost a billion 
dollars will show up in building con- 
tracts in 1939 and probably even in 
1940. 

As a whole, building construction, 
as reported by F. W. Dodge during 
the first 9 months of 1938, was only 
7% below the corresponding period 
of 1937, and before the year is up 
we may be close to last year’s total. 
In a year of deep recession this is 
a surprising record. The construc- 
tion industry, in fact, was the out- 
standing bright spot of the business 
picture this year, and if business re- 
covery gets well underway in 1939, 
the building industry is certain to 
give a very good account of itself. 





Making Democracy Work 





(Continued from page 127) 


The President appears to have 
responded to both internal and ex- 
ternal pressure. The need for a 
united front against Europe’s dic- 
tators is too apparent to be em- 
phasized further. Domestically, 
the recent elections appear to have 
convinced him that the American 
people are swinging rightward. If 
he is smart—and nobody doubts that 
—he will bow to the popular will 
as expressed at the ballot box by 
utilizing his national defense pro- 
gram as a reason for falling in step 
with the popular trend. 

In short, Munich may have been 
a bad day for democratic idealism. 
But it probably insures a field day 
for American business and industry. 





As the Trader Sees Today’ 
Market 





(Continued from page 135) 


for any other reason profits were to 
fail to match business improvement, 
then our ratio could be expected to 
lose its usefulness. But so long as 
volume means earnings and eam. 
ings mean dividends, this way of 
comparing the two basic factors in 
the equation has its significance. 

Readers who wish to keep the 
figures for their own use will find it 
a very simple matter. Plotting the 
figures on a chart is not necessary, 
except as a convenient means of 
visualizing the longer-term action; it 
should be completely satisfactory to 
clip the chart presented here and 
then keep the running figures on a 
separate sheet of paper. 

The latest figure on business ac- 
tivity is a tentative one for the week 
ended October 29 at 82.0. This is 
compared to the low for March, 1933, 
which was 44.8. Business has gained 
83.0% since that date. The Index 
of 330 stocks stood at 72.7 on Octo- 
ber 29, or 212.0% above its level of 
23.3 in March, 1933. The gain of 
212% in stock prices is 2.55 times as 
great as the gain of 83% in business, 
and this ratio of 2.55 is the signifi- 
cant figure. 

As explained in our earlier discus- 
sion, the purely empirical conclusion 
is drawn that because over a long 
period gains in the market tended to 
fluctuate around the 3.00 ratio as 
compared to gains in business, this 
figure represents very roughly a 
state of equilibrium or parity, or 
whatever one chooses to call it. 
When confidence runs high, the 
market can exceed the 4.00 ratio, 
and then the interpretation would 
be that either prices were in danger 
of a markdown of some extent, or 
business was about to move forward 
sufficiently to correct the disparity. 

Why some such method of laying 
the two fundamentals alongside each 
other has not been developed before 
isa mystery. After all, the question 
the ratio attempts to answer is the 
one vital point which must underlie 
all market decisions. Mistakes are 
obviously possible in practical use. 
but realizing the limitations will be 
half the battle in handling the 
business-market ratio. 
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Have the Automobile Com- 
panies Already Discounted 
the Future? 





(Continued from page 130) 


of the competitive outlook will be 
sufficient to make a_ worth-while 
contribution to earnings is at best 
an uncertain prospect. All of these 
issues, marketwise, however, have 
reflected the more promising out- 
lok for the motor industry as a 
whole. Concrete evidence in the 
form of actual sales may later call 
for a readjustment in quotations. 

The sharp upward trend in auto- 
mobile production scheduled for the 
final quarter this year, as well as 
the net gain for the 1939 model year, 
promises to be more emphatically 
reflected in the sales and earnings 
of leading parts suppliers than in the 
ase of motor manufacturers them- 
selves. In the first and second quar- 
ters this year, earnings of the ac- 
cessory group slumped more severely 
than those of manufacturers; many 
leading suppliers were in “the red,” 
while those which were able to stay 
on the profit side of the ledger did 
so by only a slim margin. Some im- 
provement in response to the early 
preparations for new models was 
shown in the third quarter, and the 
fourth quarter with the benefit of 
substantially increased — shipments 
will put most of the leading acces- 
sory companies well in “the black.” 

Early this year automobile manu- 
facturers built up a large bank of 
parts and accessories, with the result 
that orders dwindled almost to the 
vanishing point when new car sales 
slumped sharply and manufacturers 
found themselves adequately sup- 
plied with parts. By the start of the 
new model year, however, inven- 
tories of most car manufacturers 
had been reduced to normal pro- 
portions. 

On the whole, the outlook for 
profit margins appears somewhat 
more clearly defined for accessory 
companies than for automobile 
manufacturers, although this may 
not be immediately apparent. The 
full effect of lower steel prices may 
not be realized until next year, as 
many companies, in anticipation of 
hew models, had stepped up produc- 
tion in advance of steel price re- 
ductions. Earnings, however, by 
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It may carry the salty twang 
of New England or the soft 
accents of the South. 

It may be swift and crisp 
in the New York manner or 
full of the pleasant rolling r’s 
in the style of the West. 

But wherever you hear it, it 
will be friendly, courteous, and 
efficient. 

It’s the all-American voice 
of the Bell Telephone operator 

“The Voice with a Smile.” 

The entire Bell System seeks 
to serve you quickly, capably 
and in the spirit of a friend. 
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contrast are still likely to be impres- 
sive in the fourth quarter, the rise 
in volume alone being sufficient to 
bring about considerable improve- 
ment. 

From all indications, there have 
been no important shifts in contracts 
held by accessory companies and 
while competition and pressure from 
automobile manufacturers may have 
compelled some lowering in prices, 
such changes have probably not 
been so severe that they cannot be 


THE VOICE WITH 


A 


of 


readily absorbed by operating econo- 
mies and rising volume. Tire manu- 
facturers will have the benefit 
stable raw material prices, higher 
retail prices, a stronger inventory 
situation and rising sales, both orig- 
inal and replacement equipment. 
The increased per-unit use of safety 
glass will benefit Libbey-Owens- 
Ford; Bendix will share in Ford’s 
hydraulic brake business; Electric 
Auto-Lite is reported to be supply- 
ing Chrysler with a greater number 
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\Oda Lots—100 Share maee 


| We will co-operate with conservative in- 

vestors dealing in Odd Lots of securities 
listed on the New York Stock Exchange. 
i 
} 


A copy of our booklet which explains the 
many advantages of Odd Lot trading will 
be sent to any one interested. 


Ask for M.W. 807 


John Muir&@ 


Members New York Stock Exchange 
39 Broadway New York 














CNDERWOOD ELLIOTT FISHEK COMPANY 
The Board of Directors at a meeting held 
November 10, 1938, declared a dividend for the 
fourth quarter of the year 1938 of 50c a share 
on the Common Stock of Underwood Elliott 
Fisher Company, payable December 15, 1938, 
to stockholders of record at the close of business 
December 2, 1938. 
Transfer books will not be close 
Cc. 8. DUNCAN, Treasurer 





. C 
Chrysler Corporation 
* DIVIDEND ON COMMON STOCK-* 

The directors of Chrysler Corporation have de- 

clared a dividend of one dollar and twenty-five 

cents ($1.25) per share on the outstanding com- 
mon stock, payable December 12, 1938, to stock- 
holders of record at the close of business, 

November 14, 1938. 

B. E. Hutchinson, Chairman, Finance Committee 














KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue, They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





‘ODD LOT TRADING’’ 


John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


OPENING AN ACCOUNT 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 


The Investment and Business Forecast, 
@ security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


pop ed REQUIREMENTS, COMMISSION 
CHARGES 
J. re Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 


This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 











of items; Ford will supply some of 
his own body requirements but 
Briggs will continue to receive sub- 
stantial business from this source, 
augmented by increased sales of 
body moldings, etc. In addition 
such companies as Libbey-Owens- 
Ford, Borg-Warner and Briggs, all 
with an important stake in the 
building industry, are in a position 
to show expanding sales and earn- 
ings in their non-automotive divi- 
sions. 

To an even greater extent than 
leading automobile shares, equip- 
ment issues in recording a substan- 
tial percentage of recovery from 
their 1938 lows are discounting 
considerable improvement in earn- 
ings. Recently most of this group 
has shown a tendency marketwise 
to “mark time,” apparently awaiting 
further light on probable earnings. 
Leading accessory issues, however, 
are still well under their 1937 highs 
and on the speculative assumption 
that earnings will stage a prompt 
and vigorous come-back, accom- 
panied by dividend resumptions 
and/or increased payments, selected 
commitments among this group ap- 
pear warranted. 





Is Investment in G. E. 
Warranted? 





(Continued from page 141) 


it tops 1937 net by about one-third 
and shows $3 per share; and suppose, 
finally, it distributes 70 per cent of 
these hypothetical earnings — then 
one who buys the stock at the cur- 
rent price of 46 may average a divi- 
dend yield of about 3 per cent over 
the coming three year. The conjec- 
ture may or may not be over-opti- 
mistic. 

This is not in any sense an argu- 
ment against General Electric, but 
it does strongly reinforce our view 
that this stock—along with the vast 
majority of common stocks—should 
be appraised on a cyclical basis. In 
other words, like United States Steel 
or Chrysler or Westinghouse or 
numerous others, it will handsomely 
reward those —whether they call 
themselves speculators or investors 
—who manage to buy it at an op- 
portune level in the economic cycle 
and who complete a successful ven- 
ture by also managing to liquidate it 
before the next bear market. 





Profit Opportunities in 
Selected Stocks 





(Continued from page 149) 


independent truck and bus manufac. 
turers with rear axles and transmis- 
sions, but also supplies a substan- 
tial portion of Ford’s truck axles. 
Although the company’s Silent: 
Automatic oil burner has doubt- 
less made timely contributions to 
sales and earnings, operating re- 
sults have largely reflected the 
cyclical trend in the automobile in- 
dustry. Losses were shown in 1932 
and 1933. Since then, however, 
earnings have staged an exception- 
ally rapid recovery, with 1936 net 
profit of $2,160,202, equal to $2.19 
a share for the common stock, ex 
ceeding by a substantial margin the 
$1.28 a share earned in 1929. Al- 
though sales in the first half of 1937 
increased about 25%, the slump in 
the automobile industry in the final 
half had the effect of cutting profits 
to $1,811,246, or the equivalent of 
$1.68 a share. The decline in the 
first six months of this year was even 
more marked and for the six months 
to June 30, last, net income totaled 
$381,317, or the equivalent of 31 
cents a share on 984,150 shares of 
common stock, as contrasted with 
$944,803 or 88 cents for the common 
in the same months a year ago. 
Ahead of the common stock are only 
20,621 shares of $7 preferred: finan- 
cial position is excellent. 

Recently selling above 19, the 
shares have already recorded a sub- 
stantial recovery from their current 
low of 8. Predicated, however, on 
the more reassuring outlook for the 
motor truck and building industries. 
Timken-Detroit common qualifies as 
one of the more promising of low 
priced issues. 





The Truth About Television 





(Continued from page 143) 


have a laboratory where certain ob- 
servations are already possible. The 
British Broadcasting Co. has been 
on the air for a considerable time 
with television programs twice daily 
from Alexandra Palace in London. 
These programs are government- 
sponsored and may lack what our 
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1 ODAY the problem of securing a substantial, 


dependable income is a difficult one. 


Refunding operations have cut incomes of thousands 
of investors. Rising taxes, living costs, and prices 
of goods have reduced the buying power of the 
dollar. Investors in high grade bonds find them- 
selves caught between increased expenses, on the 
one hand, and a dollar income which is fixed, on 
the other. 


Holders of common stocks face an equally uncer- 
tain investment outlook. The 1937-1938 business 
recession caused apprehension among corporate 
managements. In many cases dividends have been 
passed, postponed, or reduced in order to maintain 
cash reserves. Furthermore, with tax law revision 
and lower corporate earnings, the generous extra 
disbursements to avoid taxation which characterized 
1936 and 1937 will not be repeated. 


ADJUSTING INCOME TO PERSONAL REQUIREMENTS 


When you enroll with Investment Management 
Service, you state your income objectives in detail. 
Do you seek any specific yield? What is your 
minimum income need? Have you any periodic 
demands upon your income which must be met 
at a set time? 


A definite investment plan is set up to meet these 
income aims, along with objectives of safety and 
capital growth. Our analysts have proved success- 
ful in bringing accounts speedily into line with 
clients’ individual needs. 


An upstate New York investor, frankly skeptical 
of increasing his income, witnessed a 36.9% expan- 
sion in yield in his first year of our supervision, 
aside from extra dividends. 


A widow in Detroit was troubled by the fact that 
her securities provided insufficient income for her 
needs. She placed her problem in our hands, stat- 
ing her objectives as “greater income with unim- 
paired safety of principal.” By the time she renewed 
our counsel for the second year, she was pleased to 
find her income had increased 49.5% while her 
capital was safeguarded. 


INCOME SECURITIES REQUIRE SUPERVISION 


Investment Management Service endeavors, at all 
times, to adjust the type of security held for income 
according to the character of market prevailing. 
In a deflationary market, with business declining 
(such as the year following March, 1937) the 
highest grade of senior income producers should be 
held where income is secure and principal conserved. 
In an advancing, inflationary market (such as 1935- 
1936) carefully selected high-yield equities and vol- 
atile preferred stocks and bonds may constitute the 
major part of the portfolio. 


Merely on the income factor, alone, our Service 
has frequently produced benefits far exceeding the 
sum invested in our fee. In the coming year, when 
there are so many factors to consider, our super- 
vision should prove invaluable. 








ITHOUT obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio if it exceeds $20,000 in value—commenting 
frankly on its possibilities for capital growth, its income factor and tts diversification. 
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your list of holdings and objectives in as complete detail as you care to give. 
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own commercial sponsors could give 
them, but the fact is that they have 
managed to score a moderate suc- 
cess without in the least detracting 
from the regular radio broadcasts. 

Television, it must be realized, 
makes far greater demands on its 
audience. The housewife who can 
listen to the radio while sewing or 
cooking cannot become an addict 
of the magic screen without giving 
up most of her duties for its sake. 
When the bridge foursome gets to- 
gether in the evening, or the neigh- 
bors drop in for a chat, it will still 
be the radio which entertains or dis- 
tracts. The experience in London 
has been that demand for television 
is insistent, but satisfied with two 
or three hours a day. The rest of 
the time ordinary radio programs 
do very nicely. Judging from this, 
it seems probable that the radio sets 
of 1940 will be of the combination 
type, able to receive either kind of 
program, but still devoting the bulk 
of their time to the sound waves. 

Another reason why the menace 
of television to the radio makers 
is less serious than it would at first 
seem is that the manufacturers who 
have successfully marketed the re- 
ceiving sets now in use will un- 
doubtedly be the ones to exploit the 
new field. With the system of 
cross-licensing patents, the familiar 
considerations of efficiency and sell- 
ing ability will decide the television 
question. A fair guess would be 
that the leaders today in radio will 
be the leaders two years from now 
in television. Radio Corp., for in- 
stance, will be in the van with both 
sets and broadcasts. Despite the 
large number of common shares out- 
standing, close to fourteen million, 
television may mean some enlarge- 
ment of per share earnings after the 
period of heavy development ex- 
penses is over. 

If there are to be important addi- 
tions to the television field from out- 
side the ranks of the radio makers, 
such companies as Paramount Pic- 
tures are the most likely. Para- 
mount has announced plans to begin 
marketing sets through a subsidiary 
early next year, and to broadcast 
through a chain of stations the first 
of which is nearing completion. 
Eventually it is hoped that large 
sporting events can be flashed 
throughout the country, either onto 
the screens of moving picture 
theaters equipped with receiving 
apparatus, or onto the fields of mil- 


172 


lions of privately owned receivers. 

As for new capital invested in the 
business, it must obviously be of the 
risk-bearing type. That applies 
not only to stock bought in.a new 
television concern, but to the pur- 
chase of a well-known issue at a 
price which discounts a large jump 
in earnings because of the new de- 
velopment. The market has been 
cautious, so far, in its appraisal of 
the leading issues likely to benefit 
eventually. It is true that Radio 
staged a move with heavy volume 
when television news became en- 
couraging but the outlook for the 
main business had been improving 
and the market response was perhaps 
overdue. 

The skeptical attitude toward 
television as a money-maker has 
prevailed. But given some tangible 
evidence of success, human nature 
will tend to overdiscount it from 
the long-range investment angle. 
Doubling of sales in one year will 
be construed as a guarantee of 
quadrupling in the following year. 
That will be the time to ques- 
tion the actual possibilities; right 
now the optimistic side would seem 
to be justified, at least until tele- 
vision has had the chance to show its 
wares. 





The Investment Clinic 





(Continued from page 153) 


bre are recommended primarily to 
the investor who is in a position to 
assume a risk comparable to that 
involved in the purchase of the aver- 
age common stock. Where the in- 
vestor is compelled to emphasize 
safety and income, the very fact that 
these issues are not now paying di- 
vidends should be sufficient warning 
to avoid them. Non-dividend pay- 
ing preferred stocks are in effect 
common stocks with the added ad- 
vantage of having a prior claim on 
earnings. 

Accompanying this discussion is a 
selected list of preferred stocks with 
accumulated dividends, all of which 
represent capital obligations of com- 
panies which might be reasonably 
expected to participate prominently 
i any general business recovery. 
The possibility that back dividends 
may be eliminated, either in cash or 
through some subsequent plan of 
recapitalization, is in each instance 
a fairly live speculative possibility. 





Happening in Washington 





(Continued from page 133) 


Wage-hour law difficulties multiply 
as Administrator’s rulings are not 
binding and his advice, “when in 
doubt, comply,” is proving expensive 
and a competitive handicap. Em- 
ployers relying on opinions that they 
are not in interstate commerce may 
be subject to retroactive penalties 
if courts rule otherwise. Biggest 
present problem is how to figure 
overtime for salaried office workers 
paid. well above the minimum; 
Andrews has been dodging this issue, 
attempting to keep up all wage 
rates, but it is generally agreed there 
is no legal barrier to reducing wages. 


Permanent bureau of industrial 
economics or some such _ federal 
agency may grow out of monoply 
investigation; several departments 
are already angling for its super- 
vision. Its job would be to make 
continual studies of trends of busi- 
ness practices and recommend cor- 
rective legislation before abuses get 
serious. Tremendous task outlined 
by Temporary National Economie 
Committee suggests it can only make 
a start during its 2 years of life and 
that there will be demand its studies 
be continued. This question prob- 
ably will not rise until 1940. 


Competitive advertising has long 
been frowned on by consumer- 
minded government officials and 
Thurman Arnold has condemned it 
as a factor in building monopoly by 
creating consumer demand for pat- 
ticular brands. His theory gets its 
first application in auto finance con- 
sent decree under which Ford and 
Chrysler agree to advertise time 
payment plans but not boost par. 
ticular companies. He wants to 
apply this principle to milk, gaso- 
line, and many other standardized 
products which could be bought on 
specification instead of brand. How- 
ever, he can’t go far under present 
laws except through mutual agree- 
ments. 


Tax revision is made considerably 
less likely by elections. Many New 
Deal leaders are now _ strongly 
against reviving subject of new tax. 
They hold that business improve 
ment produce sufficiently increased 
revenues. 
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